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Racing  along  in  the  fast  lane  of  e-business,  few  are  willing  to 
talk  about  what’s  really  important:  Measuring  value,  p.  18 


\ 


One  day  you  wake  up  and  realize  that  your  e-commerce  site  is,  well,  all  your  commerce 


Cisco  has. 


Ninety  percent  of  Cisco  orders  ore  processed  through  a  critical  e-commerce 
application  called  Cisco  Connection  Online.  It  brings  together  over  400  content 
developers,  700,000  data  files,  and  1 75  applications  to  generate  $55  ntillion 
in  revenue  every  day.  Needless  to  say,  as  CCO  goes,  so  goes  Cisco, 

Cisco  asked  Kintana  for  help  in  technology  chain  automation  for  this 
e-commerce  side  of  their  business.  By  providing  secure,  systemized  processes 
with  increased  visibility,  self-service  reviews  and  approvals,  ond  automated 
deployment  of  new  site  functionality,  we  have  delivered  in  spades.  Revenues  through 
CCO  have  quadrupled  from  $4  billion  to  $17  billion  a  year,  while  the  team 
required  to  manage  the  site  has  decreased  by  25%. 

Believe  it  or  not,  results  like  these  con  be  achieved  almost  overnight.  We  con 
radically  accelerate  the  speed  at  which  your  business  can  evolve.  Oo  it  in  Kintana  time. 

•,;':-Visit  WWW  -r  \:!i 


eveHSCooter  move  faster 


KlasterOml.  AN  AT&T  BUSINESS  IP  SOtUTiON 


VIRTUAL  PRIVATE  NETWORKS:  When  MasterCard  launched 
the  payment  industry's  first  Virtual  Private  Network  (VPN)  three 
years  ago,  it  turned  to  AT&T  for  an  IP  VPN  with  bandwidth  on 
demand.  The  flexible  system  now  operates  in  61  countries, 
allowing  MasterCard  members  to  expand  network  capacity 
during  peak-season  loads.  No  matter  what  size  your  business, 
when  transactions  soar,  AT&T  keeps  them  moving  right  along. 


ATsT  Business 

Innovative  Networks.  Innovative  Thinking. 


©2001  AT&T  Business 


Find  out  how  VPN  can  speed  up  our  business.  Call  1  888  258-0588  or  visit  www.att.com/business/vpn 


LETTER  FROM  THE  EDITOR 


A  Whole  New  Kind  of  ROI 

A  magazine Jor  senior  execs  who  see  technology  in  business  terms 


> 


These  ARE  THE  days  of  the  bottom  line. 
It  matters  to  everyone,  from  dot-com- 
mers  to  corporate  climbers.  It  matters 
to  your  CEO,  of  course.  But  it’s  also  crucial  to 
your  senior  executive  colleagues,  whether  they 
hail  from  finance,  operations,  sales,  marketing 
or  information  technology. 

These  are  also  the  days  of  technology’s 
greatest  impact  on  the  bottom  line.  Savvy,  stra¬ 
tegic  use  of  IT  is  proving  itself  to  be  the  single 
biggest  differentiator  for  a  thriving  business 
in  a  world  being  reshaped  by  the  Internet 
economy. 

“Few^  of  the  Fortune  500  retailers 
and  manufacturers  steeped  in  the  thrill 
of  the  Internet  are  willing  to  talk  about 
measuring  the  real  value  of  their 
e-business  ventures,”  writes  Kath¬ 
leen  Melymuka  in  our  cover 
story  about  ROI  metrics  for 
Web  projects.  Yet  she 
found  executives  from 
Raytheon  Corp., 

Deere  &  Co.  and 
Martha  Stewart 
Fiving  who  were 
willing  to  talk  in  detail 
about  how  they  actually 
measure  e-business  value. 

Those  are  the  kinds  of  stories 
we’ll  bring  you,  every  other 
month,  in  this  new  magazine. 

Computer  world  ROI  is  written  for 
you:  the  senior  executive  who  sees 
the  value  of  IT  but  thinks  about  it 
in  business  terms.  The  name 
Computerworhl  ROI  is  meant  to 
convey  that  intersection  of  tech¬ 
nology  and  business  where  so 
many  executives  live  today.  In 


researching  the  idea  for  this  new  magazine,  we 
talked  with  dozens  of  corporate  managers  and 
w^ere  struck  by  how'  deeply  the  topic  of  tech¬ 
nology  payback  resonated.  “Return  on  invest¬ 
ment  and  the  entire  IT  value  proposition  is  a 
constant  challenge  for  us,”  one  confided. 

Of  course,  you  can  also  spin  the  ROI 
acronym  —  that  venerable  business  shorthand 
for  profit  —  to  stand  for  “return  on  informa¬ 
tion”  or  even  “return  on  innovation.”  But  the 
real  point  of  a  broader  vision  of  ROI  is  that  the 
bottom  line  ultimately  means  more  than  just  a 
balance  sheet.  The  measure  of  technology’s 
true  return  is  a  slippery  metric.  No  one 
seems  to  have  found  a  one-size-fits-all 
method  for  measuring  ROI. 

Consider,  for  example,  the  balanced- 
.  A  I  scorecard  approach  used  by  Raytheon  to 

measure  its  e-business  effectiveness. 
The  $20  billion  defense  and 
electronics  giant  tracks  every¬ 
thing  from  customer  loyalty  and 
transactional  excellence  to 
financial  performance  and  in¬ 
frastructure  reliability.  As 
Eric  Singleton,  Raytheon’s 
director  of  global  e-busi¬ 
ness,  told  us,  “The  purpose 
is  to  manage  the  business, 
drive  decisions  on  whether 
to  keep  the  business,  add 
resources  in  areas  w  here  there’s 
a  gap  and  figure  out  how  to  capture 
successes  and  apply  them  to  other 
e-businesses.” 

That’s  bottom-line  busi¬ 
ness  thinking  about  technol¬ 
ogy.  Thai’s  a  whole  new 
kind  of  ROI. 

Miirjyan  Johnson 
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18  Measuring  Your  Web  Profitability 

Everyone  is  rolling  out,  updating,  enhancing  or  otherwise  spending  gobs  of  dough  on  Web  proj¬ 
ects.  But  does  anyone  have  a  sound  methodology  for  determining  the  value  of  these  Internet 
investments?  Some  do;  some  don’t.  Here’s  a  look  at  high-profile  companies  that  are  actively  pur¬ 
suing  Web  opportunities  —  but  not  without  first  conducting  a  careful  bottom-line  evaluation. 


BY  KATHLEEN  MELYMUKA 

24  New  Top  Dogs  of  High  Tech? 

As  companies  increasingly  leverage  the  Internet  for  commerce,  IT  management  has  been  pushed 
into  the  forefront  of  business  decisions.  That  has  inspired  CEOs  to  look  outside  the  IT  ranks  for 
leadership  of  their  firms’  technology  assets.  What  these  new  low-tech  CIOs  are  learning  is  that 
they  must  lean  on  others  for  technical  savvy  while  their  companies  are  leaning  on  them  to  bring 
business  sense  to  technology  issues.  BY  STEVE  ULFELDER 


30  Failing  to  Construct  the  Seller 

According  to  the  authors,  if  you’re  leading  a  sales  force  automation  project,  you’re  likely  to 
(a)  fail,  (b)  lose  millions  of  your  company’s  dollars  in  the  process  and  (c)  need  a  new  job.  So  why 
even  attempt  it?  Well,  there’s  a  significant  upside  if  it  succeeds.  But  you  need  to  have  a  penchant 
for  risk-taking  —  and  low  blood  pressure.  BY  SEAN  T.  KELLY  AND  JOHN  A.  BARRY 


34  How  Not  to  Co  Into  E-Business 

The  more  than  140  dot-coms  that  failed  last  year  left  behind  some  key  ROI  lessons.  Eesson 
No.  1 :  Count  cost  savings  and  customer  conversion  expenses,  not  eyeballs  and  click-throughs. 
BY  LINDA  A.  ROSSETTI 


COVER  PHOTOGRAPH:  FURNALD/GRAY 
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Taking  Stock 

Computerworld  KOI  is  at  the 
intersection  of  technology  and 
the  bottom  line,  where  so 
many  executives  live  today, 
writes  editor  in  chief 
Maryfran  Johnson. 

8  Contributors 
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Think  global.  Act  it,  too  Corpo¬ 
rate  boards  of  directors  lead  the 
way  to  globalization  —  right 
behind  your  customers. 

Lose  old  metrics  One  analyst 
thinks  traditional  business  met¬ 
rics  don’t  work  in  the  Internet 
world.  Use  “business  velocity” 
as  a  measuring  stick,  he  says. 
Offshore  options  Sending  soft¬ 
ware  projects  overseas  makes 
sense  from  a  quality  perspective 
as  well  as  a  cost  perspective. 

The  list  The  top  10  ways  to  lose 
an  online  customer. 

Breaking  even  Online  purchas¬ 
ing  often  zeroes  out  in  savings. 
E-procurement  pioneers  Out 
in  front  is  not  always  the  best 
place  to  be. 


peer  review 

14  Golden  Rules 

BY  THORNTON  A.  MAY 
Executives  often  think  of 
technology  as  a  train  that  grabs 
business  as  it  rolls  along  a  track. 
This  columnist  says  it’s  like  a 
taxicab  that  goes  where  cus¬ 
tomers  work  and  play. 

16  The  X  Economy 

BY  GRADY  E.  MEANS 
The  B2B  revolution  hasn’t  even 
gotten  under  way,  according  to 
this  writer.  In  fact,  it’s  more 
than  a  business  innovation  or  a 
technology  change  —  it’s  an 
economic  transformation. 


bottom  Line 

38  Tip  Sheet 

If  your  advisers  are  wringing 
their  hands  over  B2B,  writer 
Mark  Hall  offers  this  advice: 
Do  what  Louis  XIV  would  do 
—  fire  them . 

40  Leadership 

Venture  capitalist  GusTai 
reveals  insider  secrets  of  how 
to  detect  top  tech  execs  and 
why  they’re  critical  to  the  ulti¬ 
mate  bottom  line. 

42  Take-Aways 

Find  out  what’s  on  tap  for  our 
May /June  issue.  See  what  con¬ 
tent  can  he  found  onlv  on  the 

J 

Computerworld  KOI  Weh  site. 
And  read  a  final  thought  from 
our  CEO. 


ROI  ON  THE  WEB 

Check  out  ROI  on  the  Web  at 
www.computerworld.com/roi 
for  the  truth  about  technology 
and  the  bottom  line. 
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“The  New  Economy  is  for  real,” says  GRADY  E.  MEANS  (“The 
X  Economy,”  page  1 6),  “and  it  will  completely  transform  busi¬ 
ness.”  Means  monitors  this  transformation  from  Price- 
waterhouseCoopers,  where  he  leads  the  strategy  consulting 
group.  Ele  is  co-author  of  two  books,  MetaCapitalism  and  Wis¬ 
dom  of  the  CEO  (John  Wiley  &  Sons,  2000). 

As  an  adviser  to  top  executives  for  nearly  20  years,  THORN¬ 
TON  A.  MAY  (“Golden  Rules ,”pa^e  14)  found  resonance  in  the 
idea  of  a  magazine  devoted  to  technology  ROE  “It’s  spot-on  the  issue  of  the  new  mil¬ 
lennium.  High-value  IT  is  the  DNA  of  the  New  Economy,”  he  says.  May  is  corporate  futur¬ 
ist  and  chief  awareness  officer  at  Guardent,  a  security  solutions  provider,  and  an  adjunct 
faculty  member  at  the  John  Anderson  Graduate  School  of  Management  at  UCLA. 


It’s  not  bits  and  bolts  that  get  ROI  contributor  KATHLEEN  MELY- 
MUKA  pumped  up.  Her  cover  story,  “Measuring  your  Online  Prof¬ 
itability”  (page  18),  got  to  the  heart  of  her  writing  passion:  “My 
favorite  stories  are  those  pointing  out  that  the  emperor  is  buck 
naked.  That’s  what  I  loved  about  this  story:  The  idea  that  so  many 
businesses  are  ‘just  doing  it’  without  a  clue  about  the  return.”  A  Com- 
puterworld  reporter,  Melymuka’s  next  project  involves  figuring  out 
what  “knowledge  management”  really  means. 


What’s  the  key  to  a  successful  start-up?  Stellar  leadership, 
says  ROI  columnist  GUS  TAI .  His  five  traits  for  great  stew¬ 
ardship  (“Leaders  in  the  Rough,”  page  40)  form  the  check¬ 
list  for  his  own  search  for  future  market  leaders.  Tai  is  a 
general  partner  at  Trinity  Ventures,  which  invests  in  early- 
stage  software  and  communications  companies. 


What  ROI  contributor  LINDA  A.  ROSSETTI  sees  in  the  e-business  marketplace  runs  count¬ 
er  to  the  common  perception.  “Companies  are  starting  to  see  the  results  of  e-business,” 
she  says,  “  so  they’re  accelerating  their  commitment.”  Rossetti’s  story,  “The  Big  Bounce” 
(page  34),  looks  at  four  lessons  that  can  be  learned  from  the  failures  of  dot-coms.  She  is 
founder  and  CEO  of  eMaven,  an  online  strategy  con¬ 
sulting  firm  in  Boston,  and  is  a  frequent  speaker  on  the 
topics  of  e-business  models  and  ROI. 


ALSO  IN  THIS  ISSUE 

JOHN  A.  BARRY  is  editorial  director  at  CoverOne  in  San  Ramon,  Calif.,  and  is  co-author 
of  Sunburst,  a  best-selling  history  of  Sun  Microsystems.  ■  MITCH  BETTS,  Washington 
bureau  chief  at  Computerworld,  has  covered  the  role  of  technology  in  business,  politics  and 
society  for  more  than  16  years.  ■  SEAN  T.  KELLY  has  more  than  10  years’  experience 
writing  about  business  and  consumer  technologies.  He  lives  in  the  San  Francisco  Bay  area. 
■  STEVE  ULFELDER  is  a  writer  in  Southboro,  Mass. ,  and  a  frequent  contributor  to  Com- 
puterworid,  Darwin  and  The  Boston  Globe. 
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Customer  Intelligence 


There  have  never  been  so  many  ways  to  lose  a  customer.  Thanks  to  the  Internet, 
your  customers’  expectations  have  never  been  higher.  Their  sources  of  information  have 
never  been  greater.  And  their  access  to  your  competitors  has  never  been  faster.  What’s 


Human  Touch 


more,  research  tells  us  that  companies  can  boost  profits  by  almost  1 00%  just  by 
retaining  5%  more  of  their  customers.*  The  first  step  to  retaining  those  customers  is 
gaining  a  better  understanding  of  them. 

Computer  Associates’  Intelligent  CRM  offers  you  a  comprehensive  suite  of 
applications  to  understand  and  retain  those  demanding  customers.  From  our  predictive 
Customer  Intelligence  that  mines  the  information  in  your  database  for  decision-making 
analyses  and  insights  to  our  predictive  Sales  and  Marketing  that  provides  you  with  a 
consolidated  view  of  all  customer  activity  across  your  business  through  personalized 
portals:  CA’s  Intelligent  CRM  Suite  is  unique  in  the  industry. 

Furthermore,  our  3-D  visualization  technologies  bring  information  and  analyses  to 
life  and  give  customers,  staff,  and  suppliers  the  opportunity  to  perceive  it  in  all  its  many 
dimensions  rather  than  simply  view  it.  Whether  you  begin  with  a  single  application  or 
choose  the  entire  solution,  it’s  powered  by  Jasmine®  //,  CA’s  eBusiness  platform.  So  it 
seamlessly  integrates  with  your  existing  systems  and  applications  to  leverage  your 
investment,  regardless  of  underlying  technologies. 

To  find  out  more  about  how  Computer  Associates  can  help  you  get  closer  to  your 
customer  and  empower  your  staff,  visit  ca.com/solutions/crm.htm  or  call 
1-800-225-5224.  Don’t  wait  too  long,  your  competitors  are  reading  this  too. 


Customer  Service 


Sales  and  Marketing** 


©2000,  2001  Computer  Associates  International,  Inc.  (CA).  All  trademarks,  trade  names,  service  marks  and  logos  referenced 
herein  belong  to  their  respective  companies.  ‘Harvard  Business  Review,  Sept.-Oct,  1990,  Frederick  F.  Reichheld  &  Earl 
Sasser,  Jr.,  Zero  Defections:  Quality  Comes  to  Services. 


“Provided  through  a  partnership  with  eWare. 


eWare 


Computer  Associates™ 


TIPS,  TACTICS  AND  TIMELY  INFO  ABOUT  TECHNOLOGY  PAYBACK 


exec  priority 

Think  Global, 

Act  Global 

There’s  no  doubt  that  pressure  to 
“globalize”  Web  sites  and  information  sys¬ 
tems  will  come  not  only  from  customers,  but 
also  from  the  boardroom.  More  than  three 
quarters  of  U.S.  boards  of  directors  are  tack¬ 
ling  global  issues  on  a  regular  basis,  according 
to  an  annual  survey  released  by  Korn /Ferry 
International. 

In  fact,  globalization  is  included  in  regu¬ 
lar  overviews  of  corporate  strategy,  and  board 
members  say  they  need  to  improve  their 
global  representation. 

“The  message  is  quite  clear,”  says  Peter 
Crist,  head  of  global  board  services  at  Korn/ 
Ferry  in  New  York.  “Boards  recognize  that  the 
global  economy  is  a  powerful  influence  on 
business  decisions  and  bottom-line  results  and, 
consequently,  are  elevating  it  to  a  much  high¬ 
er  priority.” 

This  isn’t  just  paying  lip  service,  either. 
The  1 ,000  respondents  said  boards  are  adding 
one  or  more  directors  who  bring  hands-on 
overseas  experience,  recruiting  more  foreign 
nationals  for  board  seats  and  ensuring  that 
new  directors  have  “a  global  mind-set.” 


eye  on  the  prize 

Time  to  Ditch 
Rearview  Mirror 

Something’s  wrong  here:  We’re  racing 
to  run  our  businesses  on  Internet  time,  but 
we  measure  performance  by  looking  in  the 
rearview  mirror  at  last  month’s  sales.  This 
reliance  on  backward-looking  metrics  has  got 
to  stop,  says  Forrester  Research  Inc.  in  Cam¬ 
bridge,  Mass. 

It’s  just  too  reactionary,  warns  Forrester  ana¬ 
lyst  Laurie  M.  Orlov,  who  claims  that  the  wave  of 
the  future  is  “business  velocity  management.” 
That  means  developing  a  customized  scorecard 
that  taps  internal,  external,  operational  and  fis¬ 
cal  measures  of  business  performance  —  the 
equivalent  of  the  leading  indicators  used  by  econ¬ 
omists  to  look  ahead  at  the  U.S.  economy. 

Exactly  how  do  you  do  that?  Collect  data 
from  all  departments  and  outside  partners 
using  enterprise  resource  planning  and  analytic 
applications,  says  Forrester.  Then,  after  model¬ 
ing  company  processes  and  mining  historical 
data  for  predictive  benchmarks,  feed  real-time 
data  into  the  model  to  monitor  the  company’s 
business  velocity.  Whew! 

Orlov  says  the  payoff  from  this  work  is  that 
forward-looking  indicators  give  a  CEO  more  time 
to  address  trends,  change  gears,  seize  a  new 
business  opportunity  ortackle  a  looming  crisis. 
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offshore  coders 

Cheaper  and  Better 


It’s  time  to  shake  the  notion  that  com- 
puter  programming  is  a  uniquely  American 
skill.  Some  of  the  best  software  in  the  world  is 
produced  in  India  for  export.  “The  offshore 
outsourcing  market  has  evolved  far  beyond 
legacy  systems  maintenance  and  assorted  low- 
end  development  work,”  says  Cynthia  Doyle, 
an  analyst  at  IDC  in  Framingham,  Mass.  “Today, 
many  offshore  service  firms  have  the  skills  and 


expertise  necessary  to  deliver  high-end  devel¬ 
opment  work  for  Web-based  and  enterprise 
applications.” 

In  other  words,  U.S.  companies  should 
seriously  consider  foreign  programming  firms 
when  outsourcing  technology  projects.  In  fact, 
Doyle  says,  the  mature  software-exporting 
firms  in  India  will  provide  strong  competition 
to  U.S. -based  software  consulting  companies. 


talking  head 

“It’s  harder  than  you  might  think  to  squander 

millions  of  dollars,  but  a  flawed 


the  list 

Online 
Blunders 

1  Requiring  a  password 
to  access  customer 
service. 

2  Making  the  customer 
service  section  hard 
to  find. 

Not  offering  search 
engines  for  general 
customer  queries. 

4  Having  no 

site  map. 

Not  internationalizing 
your  site. 

6  Not  responding  to 
customer  messages. 

7  Allowing  customer 

channels  to  be  out  of 
service  because  sys¬ 
tems  are  down. 

8  Employing  unfriendly 
phone  agents. 

Not  integrating 
between  click  and 
brick  (Web  and  tradi¬ 
tional  stores). 


software  development  process  is  a  tool 

well-suited  to  the  job." 


Requiring  customers  to 
download  software  to 


get  service. 


Alan  Cooper,  The  Inmates  Are  Running  the  Asylum 


Source:  Gartner  Croup  Inc., 
Stamford,  Conn. 
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TOP  LINE 


zero  cost  savings 

Question:  How  have  your 

online  purchasing  activities 

affected  the  total  cost  of  owner¬ 
ship  ofyour  product  or  services? 

74% 

Increased  Costs 


26.6% 

Decreased  Costs 


66 


% 


No  Change 


Base:  368  companies 

Source;  National  Association  of  Purchasing  Managers/Forrester  Research  Inc.,  January  2001 


pop  goes  the  market 

B2B:  From  Billions  to  Trillions 


Projected  business-to-business  e-commerce  re\/enue  by  industry: 


2000 

2005 

Computer/telecom  equipment 

$90  B 

$1T 

Food/beverage 

$35  B 

$863  B 

Automotive 

$21  B 

$660  B 

Industrial  equipment/supplies 

$20  B 

$5568 

Construction/real  estate 

$19B 

$5288 

Source:  Jupiter  Research,  New  York 
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business  pioneers 

E- Procurement: 
OK  to  Be  No.  2 


Analysts  at  Gartner  Group  Inc.  in 
Stamford,  Conn.,  are  noticing  a  curious 
phenomenon:  Even  companies  that  are  usually 
IT  followers  are  racing  to  be  the  first  to  imple¬ 
ment  e-procurement  systems.  But  then  the  pio¬ 
neering  projects  get  bogged  down  in  technical 
and  political  issues.  What’s  wrong  here? 

The  problem  is  that  “there  is  no  first-mover 
advantage  in  e-procurement,”  as  the  title  of  a 
Gartner  bulletin  puts  it.  Being  a  pioneer  in  this 
market  is  a  huge  hassle.  The  projects  grow  out 
of  control,  the  software  vendors  are  immature, 
the  e-procurement  software  itself  is  immature, 
and  very  few  consultants  have  much  experience 
with  it.  Plus,  “early  adopters  of  e-procurement 
are  likely  to  have  to  educate  many  of  their  sup¬ 
pliers,”  the  bulletin  says. 

Worst  of  all,  early  e-procurement  imple- 
menters  face  high  prices  for  software  and  trans¬ 
action  fees,  while  “later  entrants  can  expect  to 
have  many  more  attractive  offers  available.”  The 
bottom  line:  “Those  who  expect  a  rapid  return 
on  investment  are  in  for  a  big  disappointment,” 
Gartner  reports.  So  scale  down  those  expecta¬ 
tions  of  “miraculous  transformation”  and  start 
with  a  modest  project  focused  on  improving 
the  process  of  ordering  white-collar  supplies. 

TOP  LINE  COMPILED 
BY  MITCH  BETTS 

PHOTOGRAPH:  HENRY  HORENSTEIN,  PHOTONICA 


“  I  don't  know" 

is  probably  not  the  answer  you  were  looking  for. 


Visual  UpTime® 
Visual  Trinity™ 
Visual  IP  InSight" 

Visual  eWatcher™ 


Visual  BenchMark’ 


Considering  all  the  things  that  can  go  wrong  with  your 
networks  today,  including  their  impact  on  users  and  business 
services  and  how  much  time  you  have  to  spot  problems  and 
fix  them,  not  knowing  what's  up  is  a  Bad  Thing. 

That's  why  we  offer  network  and  service  management 
solutions  that  let  you  see  far,  wide,  and  deep  into  your 
networks,  instantly,  spotting  root  causes  in  real  time- fixing 
them  almost  before  they  occur.  That  way,  you'll  never  have 
to  worry  about  not  knowing  what  you  need  to  know. 

You'll  just  know,  you  know? 


Get  the  answers  you've  always  been  looking  for.  Visit 
www.visualnetworks.com/roi  for  free  demos  of  our  solutions. 
Because  the  more  you  know,  the  less  you  don't  know. 


NETWORKS 


www.visualnetworks.com/roi 

1-800-240-4010 

UK:  +44  (0)  118  988  0242 
ASIA/Pacific:  65-430  6786 


©2000  Visual  Networks  Technologies,  Inc.  All  rights  reserved.  Visual  Networks  and  Visual  UpTime  are  registered  tradeMarks  ot, 
and  Visuai  Trinity,  Visuai  eWatcher  and  Visual  BenchMark  are  trademarks  ot  Visual  Networks  Technologies,  Inc. 


GOLDEN  RULE 


BY  THORNTON  A.  MAY 


Annual  IT  Budget?  Kill  It 

CIOs  need  Net- style JlexibilityJor  enterprise  projects 


Any  observer  of  the  contemporary  debut  de 
siecle  scene  would  no  doubt  agree  that  technology 
is  ground  zero  in  the  New  Economy.  CIOs  and 
CTOs  have  become  celebrities  of  the  emergent  digitally 
aware  society.  The  lifeblood  of  our  good  times,  of  course, 
is  money.  And  the  IT  spigot  is  wide  open. 

Corporate  futurist  types  like  me  predict  that  by  the  year 
2004,  the  average  Fortune  500  firm  will  have  to  spend 
20%  to  40%  of  its  operating  budget  on  IT  just  to  stay  com¬ 
petitive.  Sound  crazy?  Just  ask  Merrill  Lynch,  Charles 
Schwab  and  Vanguard  Financial  what  percentage  of  their 
budgets  are  spent  on  IT  today. 

I  strongly  believe  that  IT  done  right  creates  shareholder 
value.  But  I  have  to  step  back  from  the  technology  tribe  and 


observe  that  we  are  in  danger  of  believing  our  own  PR. 
Financially,  and  in  many  cases  operationally,  IT  is  still  a 
mess.  In  the  words  of  one  financial  controller:  “I  don’t  care 
what  the  CEO  says;  you  guys  still  suck.” 

Charlie  Feld,  the  former  CIO  at  Delta  Air  Lines,  main¬ 
tains  that  IT  doesn’t  have  a  skill  set  shortage  but  is  suffer¬ 
ing  from  a  poorly  managed,  poorly  structured  delivery 
engine.  He  and  other  longtime  CIOs  contend  that  the  days 
of  large  IT  shops  are  numbered.  Such  organizations  are  too 
big,  too  slow,  too  expensive  and  add  too  little  value. 

I  am  fortunate  to  have  instructed  executive  audiences 
at  a  number  of  prestigious  universities  in  the  U.S.  and 
abroad,  and  to  each  impressive  collection  of  senior  execu¬ 
tives,  I  always  pose  this  question:  “Have  you  been  trained 
in  how  to  make  good  IT  investment  decisions?”  In  1 7  years 
of  teaching,  no  one  has  ever  answered  yes.  Not  only  are 
executives  unschooled  in  making  these  decisions,  but  they 
also  fail  to  learn  from  the  bad  IT  investments  of  the  past. 

How  do  we  change  this?  First,  kill  off  annual  budgeting 
cycles.  In  this  fast-changing  sector,  rigid  adherence  to  such 
cycles  borders  on  malfeasance.  Bob  Kaplan,  a  CPA  and  Har¬ 
vard  Business  School  professor,  says  annual  budget  cycles 
measure  the  wrong  things.  Jeff  Williams,  a  professor  at 
Carnegie  Mellon  University  and  author  of  Renewable  Advan¬ 
tage:  Crafting  Strategies  in  EconomicTime,  says  the  biggest  piece 
of  “wrongness”  is  the  time  frame  used  to  measure  the  enter¬ 
prise.  Business  isn’t  an  annual  game,  so  budget  cycles  should 
be  replaced  by  project  cycles  driven  by  opportunity. 

Think  of  it  in  terms  of  railroads  and  taxicabs:  Railroads 
were  designed  with  rigid  rules,  predetermined  tracks  and 
no  real  flexibility. Taxicabs  plan  far  less.  They  cruise  the  city, 
seemingly  at  random  but  in  fact  concentrating  their  efforts 
in  areas  where  customers  are  more  likely  to  need  them. 

CIOs  are  facing  organizations  that  want  taxicablike 
customizability  but  are  saddled  with  financial  systems 
marred  by  train-track  inflexibility.  Why  anchor  future 
spending  on  past  spending?  Let’s  change  this  to  a  system 
more  akin  to  bond  trading,  where  CIOs  enter  and  exit 
opportunities  (or  projects)  as  the  environment  changes.  Per¬ 
haps  then  that  celebrity  status  will  be  truly  deserved.  ROI 
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ILLUSTRATION:  SCOTT  MENCHIN 


Is  this  part  of  your  employee 

^  Benefit  Plan? 


Over  30%°»& 

Business  Related 


PRODUCT  OF  RHNARD  SOfTWASE,  INC.  F  E 

Internet  Acceptable  Use 
Policy  vsrhitepaper  at: 

877-972-0 WO  www.stbernard.com/iap.htm 


V 

V 

V 


The  only  true 

"plug  and  play"  Internet  access  management  appliance. 

Complete  flexibility  allows  precise  tailoring  and  enforcement 
of  Internet  acceptable  use  policies. 

Monitors  and  blocks  access  to  non-productive,  inappropriate, 
sexually  explicit  or  racially  offensive  sites  at  the 
administrator's  discretion. 


Billions  in  lost  productivity.  Potential  lawsuits  for  allowing  access  to  pornographic  or  racially  offensive  sites.  Downtime  from  networks  over¬ 
loaded  with  broadband  web  surfing.  It's  time  to  draw  the  line  with  iPrism™  -  the  only  "plug  and  play"  Internet  access  management  appliance. 
iPrism  can  be  configured  to  block  access  to  over  60  inappropriate  or  non-productive  site  categories.  More  than  8000  new  sites  are  found, 
categorized,  and  reviewed  by  iPrism  analysts  weekly.  iPrism's  precision  control  is  unequaled  in  letting  you  determine  on  a  group-by-group  or 
user-by-user  basis  exactly  which  site  categories  can  be  viewed.  iPrism's  time-slot 
editor  even  allows  access  control  by  time  of  day.  For  complete  details,  cal' 

877-972-0100  or  visit  www.stbernard.com.  iPrism  means  business.  ;ernard 


6882  West  Bernardo  Dr.,  San  Diego,  CA  921 27 

IDC  Research  ,  iPrism  Is  a  trademark  of  Internet  Products  Inp.  Internet  Products  is  a  wholly  owned  subsidiary  of  St.  Bernard  Software  Inc. 


www.stbemord.com 


THE  X  ECON 


BY  GRADY  E.  MEANS 

Rebirth  of  the  New  Economy 

You  won't  achieve  value  pciyojf  until  jou  tran^orm  jour  business  model 


The  New  Economy  isn’t  about  technology  — 
it’s  about  transformation.  Despite  the  most  recent 
downturn  in  the  financial  performance  of  many 
high-tech  firms,  we  remain  in  the  midst  of  an  economic  rev¬ 
olution  of  epic  proportions,  comparable  to  the  transition 
from  hunting  to  farming  or  from  farming  to  the  industrial 
organization.  And  what’s  more,  this  is  just  the  beginning. 

This  revolution  is  being  driven  by  online  business-to- 
business  concepts  and  network  exchanges.  These  market¬ 
places  and  trade  exchanges  offer  enormous  capital  leverage 
and  opportunities  of  scale,  creating  value  in  every  sector. 

In  the  1 9th  century,  the  Industrial  Revolution  ushered 
in  new  technology,  but  it  primarily  enabled  companies  to 
exercise  massive  economies  of  scale.  Throughout  the  1 990s, 
enterprisewide  technology  allowed  companies  to  develop 
common  business  models  to  reduce  costs,  but  more  impor¬ 
tant,  to  respond  to  changing  business  conditions  with  great 
speed  and  flexibility.  In  most  cases,  productivity  increased, 
and  growth  followed. 

Now  we’re  in  the  era  of  online  business-to-business,  in 


which  trade  exchanges,  for  example,  allow  for  the  enor¬ 
mous  leveraging  of  capital,  driving  companies  to  scale  up 
capacity  with  relatively  small  investments  and  to  acquire  cus¬ 
tomers  at  far  lower  costs  than  ever  before. The  result  is  huge 
growth  of  market  potential  and  value. 

There  is  competition  in  every  industrial  sector  world¬ 
wide  to  develop  business  models  that  most  effectively  lead 
the  transformation  to  the  New  Economy.  Eor  the  most 
part,  these  initiatives  begin  with  the  creation  of  industry¬ 
wide  trade  exchanges.  Some  have  been  successful.  Many 
have  failed.  There  are  endless  examples  of  good  technology 
models,  but  unsuccessful  transformational  business  models 
lead  to  value  decline.  On  the  other  hand,  there  are  a  few 
excellent  examples  of  companies  that  have  started  with  a 
good  business  model,  pieced  together  the  appropriate  tech¬ 
nology  and  driven  value. 

Thus  far,  economic  breakthroughs  have  been  about 
strong  business  models,  excellent  management  discipline 
and  appropriate  application  of  technology  to  achieve  value 
payoff  from  the  New  Economy. 

But  many  firms  have  taken  Old  Economy  business  con¬ 
cepts  and  strategies  into  relatively  limited  New  Economy 
trade  exchanges.  This  doesn’t  work  —  and  shouldn’t  be 
expected  to.  The  successful  companies  in  this  new  era  are 
those  that  have  dramatically  transformed  their  own  business 
model  and,  in  turn,  designed  trade  exchanges  to  give  them 
maximum  capital  leverage  and  flexibility  in  the  marketplace. 

This  column  is  called  “The  X  Economy”  because  it 
explores  how  New  Economy  concepts  such  as  trade 
exchanges  provide  capital  leverage  and  generate  value. 
Euture  columns  will  examine  the  specifics  of  successful 
New  Economy  models,  outline  business  strategies  that  will 
work  in  the  New  Economy  and  document  failures  of  con¬ 
cept  and  implementation. 

In  the  past  year,  I  have  seen  three  generations  of  trade 
exchange  design  and  transformational  approaches.  The 
world  is  moving  quickly,  and  during  the  next  few  years, 
some  companies  may  approach  trillion-dollar  market  cap¬ 
italizations.  There  has  never  been  a  more  exciting  era  in  busi¬ 
ness  history.  ROI 
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ILLUSTRATION:  BRIAN  CAIRNS 
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Don't  wait  for  the  tooth  fairy 
ta  come  to  your  rescue. 


Give  yoiir  portal  some  teeth. 
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S  E  M  I  0 


:  Unlock  the  Power  of  Your  Portal.™ 
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'www,semio.cbm/teeth1 


CIOs  need  reliable  yardsticks  to  get 
bottom-line  results  online.  Here  are 
proven  ways  of  estimating  your  ROI 


YOUR 


PROFITABILITY 


^Vhat  comes  to  mind  when  you  hear  the  word  e-business?  Speed?  Intu¬ 
ition?  Daring?  Seat-of-the-pants?  ^  How  about  metrics?  Bottom  line? 
ROI?  Value?  Tf  For  all  the  attention  that’s  been  paid  to  the  first  set  of 
words,  you  don’t  hear  much  about  the  second.  In  fact,  few  Fortune 
500  retailers  and  manufacturers  that  are  steeped  in  the  thrill  of  the 
Internet  are  willing  to  talk  about  measuring  the  real  value  of  their 
e-business  ventures. 
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COVER  STORY 


“Many  companies  seem  to  be  just 
doin^  e-business  and  not  measuring  at  all,” 
says  Jim  Highsmith,  director  of  the  e-proj- 
ect  management  advisory  service  at  Cut¬ 
ter  Consortium  in  Arlington,  Mass. 


“We  w^orry  about  people  just  throw¬ 
ing  up  their  hands  and  saying,  ‘We  can’t 
measure  this,  and  anyway,  we  just  have  to 
do  it,’  ’’says Tom  Bugnitz,  managing  direc¬ 
tor  of  the  E-Business  Forum  and  presi¬ 
dent  of  The  Beta  Group,  a  St.  Louis  con¬ 
sulting  firm . 

But  metrics  are  crucial.  “If  you  can’t 
describe  something  in  business  numeri¬ 
cally,  you’re  not  doing  your  job  properly,” 
says  Eric  Singleton,  director  of  global 
e-business  at  Raytheon  Co.  in  Lexington, 
Mass,  (see  story,  page  22).  “How  can  you 
communicate  success,  failure  or  the  gaps 
that  need  to  be  closed?” 

Part  of  the  problem  may  be  that  peo¬ 
ple  feel  overwhelmed  by  the  abstractness 
—  the  “virtualness”  —  of  e-business  as 
well  as  by  the  breadth  of  applications,  but 
it’s  not  really  that  difficult  if  you  think  less 
about  the  e  and  more  about  the  business, 
says  Bugnitz.  “People  put  e-business  into 
one  big  block  of  stuff,  and,  really,  there 
are  a  lot  of  different  blocks,”  he  says.  “How 
you’re  going  to  measure  depends  on 
where  you’re  doing  this.” 

At  Deere  &  Co.  in  Moline,  Ill.,  for 
example,  Jim  Harl  looked  at  a  bunch  of 
e-business  metrics  to  establish  the  value  of 
an  e-business  supply-chain  project  before 
Deere  committed  to  it.  “Everybody  gets 
excited  about  doing  e-business,  but  if  you 
get  caught  up  in  it,  you  may  put  in  some 
neat,  great  technology  that  doesn’t  touch 


your  bottom  line,”  says  Harl,  Deere’s  man¬ 
ager  of  e-business  for  supply  management. 
“Don’t  lose  sight  of  the  fact  that  it’s  a  tool 
in  the  context  of  a  larger  business  plan.” 
Deere  spends  $1.5  billion  annually 


on  indirect  materials  and  services  —  from 
office  supplies  to  drill  bits  to  travel  — 
that  don’t  go  into  products.  Harl’s  chal¬ 
lenge  was  to  use  technology  to  manage 


that  expense,  and  he  felt  that  the  Internet 
might  be  the  tool  to  drive  those  procure¬ 
ment  costs  down. 

He  started  by  measuring  the  existing 
indirect  materials  procurement  process. 
“We  looked  at  everything  you  do 
—  all  the  people,  all  the  time  on 
computers,  putting  [the  purchase 
order]  in  an  envelope  —  we 
mapped  that  out  in  excruciating 
detail,”  he  says.  Then  he  deter¬ 
mined  which  steps  would  go  away 
with  an  Internet  system  and  how  that 
translated  into  driving  down  cycle  time 
and  costs. 

The  company  estimated  that  a  Web- 


“Don’t  lose  sight  of  the  fact 
that  [e-business  is]  a  tool  in  the 
context  of  a  larger  business 
plan,”  says  Jim  Harl,  manager 
of  e-business  for  supply 
management  at  Deere  &  Co. 


Deere  &.  Co.  estimated  that  a  Web-based  systefr 
could  save  the  companv  tens  of  millions 
of  dollars.  Only  then  did  it  buy  the  Software. 


Meet  Your  Future  Backup  -  ADIC's  New  Scalar  100  LTO 


Finally,  a  terabyte  per  rack  unit!  Get  to  know  the 
data  storage  powerhouse  that  combines  ADIC’s  award-winning, 
midrange  library  and  IBM’s  LTO  Ultrium  technology— the  Scalar® 
100.  It’s  the  first  product  to  pass  die  terabyte  per  rack  unit  threshold. 
ADIC’s  Scalar  100  LTO  fills  just  14  rack  units,  yet  delivers  an 
unparalleled  14.4  TB*  of  storage  capacity. 

Data  center  performance  in  a  scalable,  midrange  library. 

The  compact  Scalar  100  can  scale  widi  your  system  up  to  full  data 
center  levels  of  performance  and  capacity.  You  can  start  with  a 
single  drive  and  only  18  cartridges — then  add  drives  and  cartridge 
slots  easily  when  you  need  more.  When  fully  configured,  its  six 
drives  stream  data  at  up  to  650  GB  per  hour  and  its  72  tapes  hold 
over  14  terabytes. 


Plug-in  connectivity.  The  Scalar  100  is  a  great  SCSI  library, 
leading  the  storage  industry  in  density,  scalability  and  value. 
It’s  also  a  great  SAN  library.  The  Scalar  lOO’s  integrated  SAN 
option  gives  you  plug-and-play  connectivity — plus  full  support 
for  serverless  backup. 

Free  on-site  service.  Enjoy  the  highest  level  of  service  and 
support,  including  a  fiill  year  of  free  on-site  service  from  /VDIC®, 
the  leader  in  open  systems  data  storage  solutions. 

Drive  independent  design.  The  Scalar  100  midrange 
platform  also  provides  industry  leading  storage  for  DLL  and 
AIT  tape  technologies. 


For  more  information,  visit  www.adic.com.  Or  call  1-800-336-1233. 


^Capacity  and  transfer  rates  assume  average  2:1  compression,  unless  otherwise  stated. 

ULTBlUBfl  All  specifications  subject  to  change  notice.  Scalar  and  ADIC  are  registered  trademarks  of  Advanced  Digitai  Information  Corporation.  LTO,  Ultrium,  and  Ultrium  logo  are  tradamarks  of  HP 

IBM  and  Seagate  in  the  United  States,  All  other  product  and  company  names  should  be  considered  trademarks  of  their  respective  owners.  (!)  Copyright  2001,  Advanced  Digital  Information  Corporation. 
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S  THE  BALANCED  E-SCORECARD 

Measuring  everything  from  customer  loyalty  to  infrastructure 


Eric  Singleton  learned  the  metrics  mantra  while  steeped  in  the  metrics- 
centric  Six  Sigma  quality  program  at  AlliedSignal  Inc.  Now,  as  director  of  global 
e-business  at  Raytheon  Co.,  he’s  managing  the  performance  of  all  the  company’s 
e-businesses  using  a  balanced-scorecard  approach.  Here’s  what  it  measures: 

■  Innovation  and  flexibility:  Average  time  from  concept  to  start;  speed  to  match  a  rival’s 
site;  speed  at  which  the  competition  will  match  your  site;  time  between  relaunches. 

■  Customer  loyalty:  Percentage  who  return  within  a  year;  time  between  visits;  duration 
of  visit;  conversion  rate;  percentage  who  give  personal  information. 

■  Transactional  excellence:  Unique  visitors  each  month;  online  sales  abandoned; 
percentage  of  orders  correct;  time  to  respond  to  a  customer;  percentage  of  orders  filled 
on  time. 

■  Customer  information:  Percentage  of  e-mail  addresses  collected  out  of  all  traffic. 

■  Infrastructure  reliability:  Time  to  load  a  page;  network  uptime  and  scalability. 

■  Supply-chain  excellence:  Inventory  levels;  inventory  turns;  order  confirmation  time; 
percentage  of  products  built  to  order. 


■  Valuation  and  financial  per¬ 
formance:  Return  on  invest¬ 
ed  capital;  market  capitaliza¬ 
tion  migration  (the  changing 
value  of  the  overall  business). 

■  Digital  quotient:  For  com¬ 
plementary  e-business  chan¬ 
nels,  percentage  of  total  rev¬ 
enue  generated  online. 

At  Raytheon,  these  met¬ 
rics  are  reported  up  the  line 
regularly  to  Singleton,  who 
reports  monthly  to  the  chair¬ 
man  on  the  state  of  every 
e-business.  “The  purpose  is 
to  manage  the  business, 
drive  decisions  on  whether 
to  keep  the  business,  add 
resources  in  areas  where 
there’s  a  gap  and  figure  out 
how  to  capture  successes 
and  apply  them  to  other 
e-businesses,’’  he  says. 

“it  works  for  Raytheon; 
I  don’t  see  why  it  can’t  work 
for  everyone.” 

—  Kathleen  Melymuka 


based  system  could  save  tens  of  millions 
of  dollars.  Only  then  did  Deere  purchase 
Ariba  Buyer  software,  which  it  plans  to 
implement  with  a  select  group  of  indirect 
material  suppliers  to  execute  that  part  of 
the  supply  chain  more  efficiently.  “If  it’s 
done  right,  it  should  reduce  the  suppliers’ 
costs,  too,”  Harl  says. 

The  preproject  metrics  proved  to 
Harl  that  there  was  business  value  in  the 
Internet  tool  he  envisioned.  “It’s  not 
e-commerce  for  its  own  sake,”  he  says. 
“It’s,  How  do  I  use  these  tools  to  bring 
greater  value  to  our  supply  chain?” 

As  the  project  moves  forward,  Deere 
will  see  whether  expected  savings  mate¬ 
rialize,  Harl  says,  “and  if  not,  why  not.” 

Sheila  Beauchesne  is  using  e-business 
metrics  to  fine-tune  an  existing  e-com¬ 
merce  retail  site.  “No  two  ways  about  it: 
We  are  in  the  e-business  world  to  make  a 
profit,”  says  the  CIO  at  Martha  Stewart 
Living  Omnimedia  Inc.  in  New  York. 
“Profit  drives  the  decisions  we  make.” 

And  you  can’t  see  the  profits  without 
metrics,  she  says.  “So  many  dot-com  busi¬ 
nesses  have  gone  under  because  they’re 
focused  on  the  top  line  and  not  the  bot¬ 
tom  line,”  she  explains.  “You’ve  got  to  have 
a  plan  for  becoming  profitable,  and  you’ve 
got  to  base  it  on  metrics.” 

Beauchesne  says  e-business  metrics 
are  the  same  as  traditional  IT  metrics  in 
some  ways.  “The  bottom  line  is  still  what 
matters,”  she  says.  That  means  not  just  get¬ 
ting  customers  to  the  site  but  also  com¬ 
pleting  a  transaction  and  getting  the  prod¬ 
uct  to  their  doorsteps  on  time  and  cost 
effectively. 

But  e-business  metrics  have  to  track 
user  behavior,  not  just  results,  and  that’s 
different  from  traditional  IT  metrics.  “We 
have  to  look  at  where  customers 
are  coming  from,  what’s  driving  them  to 
hit  the  Buy  button,  which  content  is 
compelling  them,  why  they  abandon  the 
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shopping  transaction,”  she  says.  “User 
behavior  is  a  lot  more  critical  and  difficult 
to  track.  So  coming  up  with  metrics  is  an 
evolving  science.” 

The  Martha  Stewart  site  includes 
information  on  how  to  make  decorative 
projects,  and  the  content  for  each  project 
is  directly  linked  to  a  shopping  area  where 
users  can  buy  the  specific  materials  they 
need.  Every  link,  from  content  to  an 
e-commerce  opportunity,  is  a  unique, 
trackable  item,  Beauchesne  explains. 

Among  the  metrics  the  company  is 
attempting  to  track  are  what  drives  traffic 
and  sales,  what  converts  users  to  buyers 
and  what  affects  dollars  per  order.  Mean¬ 
while,  on  the  cost  end,  Martha  Stewart 
tracks  Web  production,  imaging  and  oper¬ 
ations  expenses  with  a  view  toward  devel¬ 
oping  efficient,  repeatable  processes  at  the 
lowest  possible  cost.  “We’re  not  perfect 
yet,  but  we’re  getting  better  at  it,”  Beau¬ 
chesne  says. 

She  says  these  metrics  are  helping  to 
hone  the  profitability  and  operational 
excellence  of  the  site.  “We’ve  learned 
that  you  have  to  provide  an  individual 
experience,”  tailoring  the  site  for  both  the 
novice  and  the  Web-savvy  shopper,  she 
says.  “We’ve  also  learned  that  you’ve  got 


after  the  fact,”  says  Farhat,  corporate 
e-business  leader  at  the  company’s  Fair- 
field,  Conn.,  headquarters. 

For  example,  online  sales  is  a  meas¬ 
ure  of  what  you’ve  been  doing.  “Indicators 
are  things  along  the  way  that  point  toward 
the  outcome,”  Farhat  says.  Are  you  attract¬ 
ing  users,  interacting  with  users,  trans¬ 
acting  with  users,  retaining  users,  grow¬ 


The  ,  but  e-business  metrics 

have  to  track  user  behavior,  , 

and  from  traditional  IT  metrics. 


“No  two  ways  about  it: 
We  are  in  the  e-business  world 
to  make  a  profit,”  says  Sheila 
Beauchesne,  CIO  at  Martha 
Stewart  Living  Omnimedia. 


Farhat  says  measures  must  be  simple, 
meaningful,  quantifiable  and  auditable. 
For  example,  key  measures  for  business- 
to-business  projects  in  which  GE  is  the 
buyer  include  the  effort  it  takes  to  con¬ 
summate  a  purchase  and  the  number  of 
suppliers  that  qualify  to  bid  for  the  busi¬ 
ness,  assuming  that  more  suppliers  bidding 
means  lower  costs  for  GE  as  a  buyer. 

When  GE  is  the  seller,  it 
measures  customer  satisfaction 
by  looking  at  whether  customers 
are  returning,  designing  their 
own  Web  pages  to  interact  better 
with  GE,  asking  for  more  applica¬ 
tions  and  buying  more  from  GE  as 


to  have  a  really  clean  shopping  experi¬ 
ence.  If  anything  confuses  the  user  and 
causes  him  to  not  finish,  you’ve  lost  that 
customer.” 

At  General  Electric  Co.,  Camille 
Farhat  makes  a  distinction  between  meas¬ 
ures  and  indicators  and  says  each  is  essen¬ 
tial  to  success.  “Measures  are  the  conse¬ 
quences  of  things  you  do;  you  look  at  them 


ing  with  users?  Those  answers  indicate 
how  you’re  doing. 

The  key  to  a  good  outcome  is  to  con¬ 
tinually  keep  your  eye  on  the  indicators 
and  intervene  when  they  don’t  look  favor¬ 
able,  he  says.  For  example,  when  cus¬ 
tomers  log  on  but  don’t  buy,  follow  up  and 
find  out  why.  “Then  you  can  fix  whatever 
is  wrong  with  the  experience,”  he  says. 


they  grow. 

These  basic  meti'ics  are  essentially  the 
same  for  any  GE  business,  Farhat  says,  and 
e-business  projects  have  to  prove  their 
value  like  all  the  rest.  “  They  just  compete 
for  resources  like  any  other  project,”  he 
explains,  “because  if  it’s  not  going  to 
empower  the  business  strategically  and 
tactically,  they  shouldn’t  be  doing  it.”  ROI 
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As  CIOs  bite  off  more  revenue  responsibilities,  CEOs  are  less 


OF  HIGH  TECH? 


Ask  Kirk  Kaplan  what  scares  him  to  death  about  being  a  newly  minted  technology 
chief,  and  he  says,  without  hesitation,  “Two  letters:  NT.” 

That  particular  phobia  is  hardly  unique,  but  Kaplan’s  fear  packs  a  little  extra  punch:  Hav¬ 
ing  spent  17  years  as  a  copywriter  and  then  creative  director  at  Turkcl  Schwartz  &  Partners, 
Kaplan  —  spurred  by  a  fascination  with  the  Internet’s  possibilities  recently  hauled  off  and 
volunteered  to  become  the  Miami  advertising  agency’s  head  IT  honcho.  (Kaplan’s  title  is  chief 
knowledge  officer,  and  he  jokingly  says  he’s  mulling  a  title  change  to  chief  alchemist.  But  make 
no  mistake:  He  functions  as  a  CIO.) 

ILLUSTRATIONS  BY  NICK  DEWAR 
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Like  many  ad  agencies, Turkel 
Schwartz  was  a  Macintosh-or-die 
shop.  But  the  writing’s  on  the  wall: 
Affiliates  and  business  partners  are 
demanding  files  that  can  at  least 
coexist  with  Windows  NT,  and 
Kaplan  needs  to  do  something. 
Fast.  “I  got  thrown  in  the  rats’  nest,” 
he  says. 


THE  NEW  BREED 

Is  INFORMATION  TOO  VALUABLE  TO 
trust  to  information  technologists? 

As  IT  becomes  more  and  more 
strategic,  maybe  an  MBA  is  more 
useful  than  a  computer  science 
degree.  Maybe  time  spent  oversee¬ 
ing  advertising  layouts  is  better  than 
time  devoted  to  reviewdng  database 
schema.  Increasingly,  organizations 
are  installing  technology  bosses 
who  have  made  their  mark  on  the 
business  or  marketing  side.  Al¬ 
though  the  overwhelming  majori¬ 
ty  of  CIOs  still  rise  from  the  IT 
ranks,  it’s  becoming  increasingly 
clear  that  it  now  takes  more  than 
hardware  and  software  chops  to 
make  a  CIO. 

While  many  experts  applaud 
the  trend  toward  a  more  well- 
rounded  CIO  w^ho  brings  business 
credentials  to  the  table,  they  also 
warn  that  those  technology  chops 
still  count  for  a  lot.  Any  vendor  can  waltz  in  the  door  and  prom¬ 
ise  a  magic  solution  to  all  the  enterprise’s  problems.  CIOs  need 
the  ability  to  apply  the  sniff  test  to  these  promises  and  make  crit¬ 
ical,  expensive  choices. 

Or  do  they?  Experts  and  CIOs  agree  that  today,  what’s  need¬ 
ed  is  a  technology  team  made  up  of  people  who  can  cover  one 
another’s  w^eaknesses  and  complement  one  another.  It  seems  that 
CIOs  who  aren’t  former  code  jockeys  can  thrive  if  they  have  a 
tech-savvy  lieutenant  (or,  more  likely,  lieutenants)  whose  judg¬ 
ment  they  trust. 

just  as  it’s  hard  to  imagine  a  chief  financial  officer  who  can’t 
read  a  balance  sheet,  it’s  tough  to  picture  a  CIO  who  lacks  at  least 


boilerplate  knowledge  of  IT.  But  perhaps  the  role  has  broadened 
to  the  point  where  technical  understanding  isn’t  the  primary 
criterion  for  landing  the  position. 

OLD  DOCS 

Linda  A.  Rossetti  is  CEO  of  eMaven  Inc.,  a  Boston-based 
coMpany  that  consults  with  large  businesses  about  their  online 
strategies.  Until  recently,  Rossetti  says,  the  attitude  of  IT  depart¬ 
ments  was,  “If  you  ask  me  the  right  question.  I’ll  tell  you  the  right 
answer.” 

Cherri  M.  Musser,  CIO  at  eGM,  a  division  of  Detroit-based 
General  Motors  Corp. ,  agrees.  “A  lot  of  times,  businesspeople 
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DISSATISFIED 


with  the  bang  for  their  IT 


investment  buck,  some  CEOs  are  giving  CIOs  with  different  strengths  a  try. 


tell  you  the  symptoms,”  Musser  says.  “If  you  don’t  understand  the 
underlying  business  needs,  you  may  go  off  and  code  or  buy  a  pack¬ 
aged  application”  that  addresses  the  reported  symptoms  but  fails 
to  solve  the  larger  business  problem. 

That  w^on’t  cut  it  in  an  e-business  world,  experts  say. Today’s 
CIO  must  anticipate  the  question,  figure  out  what  the  business 
executives  really  want  to  know  (for  instance,  when  the  market¬ 
ing  department  pleads  for  more  clickstream  data,  what  they  real¬ 
ly  want  is  more  information  on  customers  and  prospects  —  and 
finding  this  information  may  have  little  to  do  with  the  click- 
stream)  and  even  help  answer  questions  the  rest  of  the  board 
would  have  never  raised. 

According  to  Chet  Bloom,  an  account  manager  at  New  York- 
based  recruiter  Carlyle  Consulting  Services,  most  technologists 
lack  some  skills  that  are  crucial  for  today’s  corporate  officer:  the 
ability  to  negotiate,  communicate  and  delegate.  “[Techies]  are 
intellectually  far  superior,”  Bloom  says.  “But  you  get  them  on  the 
phone,  and  they’re  socially  inept.” 

It’s  clear  that  over  the  past  five  years,  the  IT  department  in 
general  and  the  CIO  in  particular  have  made  great  inroads  in  the 
corporate  mind-share  department.  It  wasn’t  so  long  ago  that 
many  business  executives  questioned  the  very  need  for  a  CIO  — 
as  long  as  the  company  was  making  payroll  and  churning  out  the 
needed  reports,  the  grumble  went,  what  was  the  big  deal?  Why 
did  that  quiet  guy  from  the  data  processing  department  need  to 
be  a  chief  all  of  a  sudden? 

But  then  came  electronic  data  interchange  (EDI),  which 
boosted  the  value  and  prestige  of  information  —  even  to  those 
who  had  remained  blissfully  unaware  of  the  shifts  brought  about 
by  client/ server  computing.  Hot  on  the  heels  of  EDI  was  the 
World  Wide  Web,  which  demanded  an  online  presence  of  at  least 
some  sort.  The  floodgates  were  opened,  and  a  tumble  of  IT-relat¬ 
ed  issues  —  customer  relationship  management  initiatives, Y2k, 
online  exchanges  that  offer  opportunities  to  reduce  supply-chain 
costs,  a  drive  by  many  businesses  to  run  the  entire  enterprise  off 
a  single  database  —  made  it  clear  that  having  a  board-level  exec¬ 
utive  in  charge  of  technology  was  mandatory. 

Eor  obvious  reasons,  the  overwhelming  majority  of  CIOs 
have  risen  through  the  IT  ranks.  One  of  the  most  important 


chores  of  CIOs  in  their  brief  history  thus  far  has  been  under¬ 
standing  and  explaining  technology  to  other  executives,  especially 
the  CEO. 

But  that’s  changing.  “How  does  it  work?”  is  an  obsolete  ques¬ 
tion.  Now  and  in  the  future,  “Can  it  get  us  where  we  need  to  be?” 
is  much  more  important.  And  this  is  where  many  CIOs  fall  down. 

“A  lot  of  CEOs  over  the  past  1 5  years  have  been  frustrated 
by  what  they’re  getting  out  of  IT,”  says  Dave  Caruso,  an  analyst 
at  Boston-based  AMR  Research  Inc.  “They  understand  the  value 
of  technology.  They’ve  spent  tens  of  millions,  or  even  hundreds 
of  millions,  on  IT.”  And  they’re  not  satisfied  with  where  the 
investment  has  gotten  them.  Why?  The  classic  IT  guys,  Caruso 
says,  “focus  on  the  technology  and  .  .  .  have  difficulty  translating 
the  investment  into  language  execs  can  understand.” 

CIO  Kaplan  calls  this  “the  accidental  arrogance  of  the  [IT] 
practitioners  —  they  know  how  the  stuff  works  but  don’t  have 
a  clue  how  someone’s  going  to  use  it.” 

FIRST  ACT 

The  shift  away  from  hard-core  technologists  in  the  CIO’s 
office  is  in  its  early  stages.  EMaven  works  with  dozens  of  Eor- 
tune  500  companies  in  different  industries,  and  Rossetti  says  she 
can’t  think  of  a  single  non-IT  CIO.  Caruso  agrees  that  at  this 
stage,  it’s  rare  to  see  a  former  business  or  marketing  executive 
stamped  with  the  actual  CIO  title.  Tim  Peacock,  vice  president 
of  development  at  Woburn,  Mass. -based  Intranets.com,  a  serv¬ 
ices  firm  for  small  businesses,  has  an  extensive  technology  back¬ 
ground  and  says  that  as  far  as  he  knows,  almost  all  his  peers  do, 
too.  “I  haven’t  bumped  into  a  CIO  without  an  IT  background,” 
Peacock  says. 

Early  though  it  may  be,  Caruso  insists,  “Non-IT  execs  get¬ 
ting  into  IT  management  is  a  definite  trend.”  He  adds  that  the  need 
to  do  business  online  is  a  major  driver.  “AMR  estimates  that  over 
50%  ol  the  Fortune  500  have  e-business  VPs  who  get  pulled 
right  out  of  [a  line  of  business],”  he  says,  adding  that  it’s  only  a 
matter  of  time  before  more  “e-business  execs  get  pulled  from  the 
ranks  to  be  CIO.” 

Carlyle  Consulting’s  Bloom  says  the  top  CIO  candidate  for 
a  “major  client”  (which  he  declines  to  name)  is  a  business  analyst. 
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The  candidate’s  experience  is  in  finance,  not  technology.  But 
he’s  attractive,  Bloom  says,  because  he  brings  sales  and  market¬ 
ing  experience  to  the  table  and  knows  networking  —  with  peo¬ 
ple,  that  is.  Companies  are  “looking  for  people  with  good  com¬ 
munication  skills,”  he  says.  “They  can  train  them  technically.” 

Rossetti  says  regardless  of  what  goes  on  a  technology  offi¬ 
cer’s  resume,  “there’s  a  changing  role  for  the  CIO.  Historically, 
they’ve  been  a  leader  in  an  internal  customer  service  organiza¬ 
tion.  There  was  nothing  about  partnerships.”  Now  there  most 
emphatically  is. 

One  CIO  who  lacks  an  IT  pedigree  agrees  that  while  the  tech 
officer’s  role  is  changing,  traditional  CIOs  (CIO  Classic?)  are 


keeping  up.  Mark  Millan,  chief  technical  officer  atWorldAG.net, 
an  agriculture  exchange  portal  set  to  launch  this  spring  and  based 
in  Sonoma  County,  Calif. ,  has  a  background  in  publishing  and 
marketing. 

“In  the  past,”  Millan  says,  when  he  wore  the  marketer’s  hat, 
“I  worked  with  CIOs.  They  were  historically  very  linear.  They 
weren’t  always  looking  at  the  big  picture.  But  that’s  changed  in 
the  past  two  or  three  years.” 

NEW  TRICKS 

With  technology  more  important  than  ever,  and  with  so 
many  interdependent  decisions  facing  the  IT  department  — 

infrastructure,  packaged  applica¬ 
tions,  systems  integrators  (and 
other  potential  partners),  out¬ 
sourcing  and  application  service 
providers,  to  name  a  few  —  why 
would  organizations  consider  nam¬ 
ing  a  CIO  who  lacks  heavy  tech¬ 
nology  knowledge? 

As  discussed  earlier,  many 
CEOs  are  dissatisfied  with  the  bang 
they’ve  received  for  their  IT  invest¬ 
ment  buck.  Some  are  willing  to 
take  a  chance,  to  try  a  CIO  who 
brings  different  strengths  to  the 
table.  And  the  most  sought-after 
strength,  by  far,  is  the  ability  to 
view  IT  not  as  an  end,  but  as  a 
means  to  accomplish  business 
goals.  Remember  Rossetti’s  line 
about  old-line  CIOs:  “Ask  me  the 
right  question,  and  I’ll  tell  you  the 
right  answer.”  The  mantra  for  New 
Age  CIOs,  meanwhile,  is,  “Tell  me 
where  the  organization  needs  to 
go;  I  will  use  IT  to  help  us  get 
there.” 

Millan  says  IT  “isn’t  just  about 
automating  processes,  it’s  about 
serving  the  customer  in  a  360- 
degree  manner.”  To  many  IT  vet¬ 
erans,  that  may  sound  like  typical 
marketing  fluff,  the  vague  pie-in- 
the-sky  stuff  that  makes  hard- 
nosed  programmers  roll  their  eyes 
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NON-IT  CIOS, 

likely  to  be  bamboozled  by  vendors’  and  systems 


experts  worry,  are  more 
integrators’  sales  pitches. 


m  team  meetings  —  which  is  exactly  why  Millan  is  a  chief 
technology  officer. 

Creating  a  technology  landscape  that  can  serve  customers 
in  a  360-degree  manner  is  an  example  of  what  CEOs  seek  from 
today  s  CIOs.  With  his  marketing  background,  Millan  says,  he’s 
Teally  in  business  to  serve  other  people.  That’s  fundamental  for 
me.  I’m  always  thinking,  if  I’m  a  customer,  what  do  I  want?” 

Musser  has  a  well-informed  perspective  on  the  challenge  for 
New  Age  CIOs;  she  boasts  extensive  experience  in  both  IT  and 
business.  And  in  addition  to  her  CIO  title,  she  is  the  division’s 
process  information  officer  of  supply  chain.  ''CIOs  have  always 
needed  a  good  sense  of  business,”  she  says.  “After  1 0  years  [work¬ 
ing  at  Texas  Instruments  Inc.l,  I  went  back  and  got  an  MBA 
because  sometimes  [without  business  experience],  I  couldn’t  ask. 
What  are  we  really  doing  here?’  ”IT  managers,  Musser  says,  can 
develop  tunnel  vision;  “You’re  doing  what  you’re  told.  You  can 
get  enamored  with  the  technology.” 

Like  Musser,  Don  McNamee  might  be  considered  a 
crossover  CIO.  As  top  technology  executive  at  Lexmark  Inter¬ 
national  Inc.,  a  Lexington,  Ky. -based  printer  manufacturer, 
McNamee  has  a  straightforward  IT  background  but  has  thrived 
as  a  business-focused  CIO.  Why?  “I  found  out  the  hard  way,” 
McNamee  says.  “I  watched  my  bosses  throughout  my  career.  The 
ones  who  succeeded  were  seen  [by  other  executives]  as  busi¬ 
nesspeople.  The  ones  who  failed  were  considered  the  techies 
behind  the  black  box.” 

These  observations  taught  McNamee  what  he  calls  a  “sim¬ 
ple  formula: You  find  out  what  are  the  business  priorities  and  diose 
metrics  that  the  business  values,  then  focus  your  IT  priorities  on 
that.  Establish  a  dialogue  with  the  major  business  players  in  the 
company;  get  them  to  see  IT  as  a  partner.” And  when  talking  with 
fellow  executives,  he  says,  “my  conversation  is  rarely  sprinkled 
with  techie  stuff.  I  never  talk  MIPS  and  clock  times  —  you  talk 
about  how  to  add  value  to  the  business.” 


THE  BIG  DRAWBACK 

We  know  that  not  everyone  approves  oe  non-IT  CIOs. 
“Anyone  with  an  MBA  can’t  just  run  an  IT  department,”  says 
Intranets. corn’s  Peacock.  “Any  manager  needs  a  functional  under¬ 


standing  of  what  people  [in  his  department]  are  doing,  and  in  IT, 
the  ante  [for  developing  that  understanding]  is  pretty  high.” 

Musser,  McNamee,  Peacock  and  other  business-savvy  CIOs 
with  traditional  technology  backgrounds  have  a  secret  weapon: 
After  communicating  with  fellow  executives  on  a  business  level, 
they  can  fall  back  on  their  deep  IT  knowledge  when  it’s  time  to 
make  the  magic  happen. The  same  can’t  be  said  for  CIOs  who  are 
pulled  from  the  marketing  department  or  a  line  of  business,  and 
that  is  their  glaring  weakness. To  their  credit,  they  freely  acknowl¬ 
edge  this  and  take  steps  to  make  up  for  it  —  usually  by  sur¬ 
rounding  themselves  with  IT  experts. 

I  have  the  mountain  of  my  own  ignorance  to  scale,”  Turkel 
Schwartz  s  Kaplan  says.  “I’ll  be  outengineered  all  day  long.” 

Experts’  biggest  worry  about  non-IT  CIOs  is  that  they’re 
more  likely  to  be  bamboozled  by  vendors’  and  systems  integra¬ 
tors’  sales  pitches.  “Somebody  has  to  be  able  to  say,  'No,  we  can’t 
do  that,’  even  though  a  vendor  just  described  the  [allegedly]  per¬ 
fect  solution,”  Rossetti  says. 

McNamee  agrees,  saying  vendors  “will  come  to  you  with 
the  great  solution  in  the  sky,  which  will  solve  everything  includ- 
ing  toothaches.  If  you  don  t  have  your  [service-level  agreements] 
and  metrics  in  place,  you  will  get  burned.”  But  the  same  issues 
face  even  the  techiest  CIOs,  he  adds,  in  an  increasingly  frag¬ 
mented  IT  world  in  which  it’s  impossible  to  be  an  expert  on 
everything. 

CIOs  who  lack  a  teclinical  background  must  take  extra  pains 
to  have  lieutenants  they  can  lean  on.  “1  have  about  three  people 
who  translate  for  me,”  says  World  AG.  net’s  Millan.  “I  rely  on 
members  of  my  technical  team.  They  just  plain  know  a  lot  more 
than  I  do.  Kaplan,  too,  says  he  relies  on  specialists  for  advice  and 
is  trying  like  hell  to  hire  a  right-hand  man  vvidi  a  thorough  under¬ 
standing  of  a  broad  range  of  technologies. 

Right  now,  corporations  appear  to  he  \\illing  to  overlook  a 
lack  of  technology  know-how  as  they  seek  to  weave  IT  closer  to 
the  fabric  of  the  business.  IT  professionals  with  an  eye  on  the 
CIO’s  office  might  think  hard  about  going  after  an  MBA  or  some 
serious  business  experience;  multitalented  executives  will  soon 
he  much  sought  after.  “The  real  trick,”  Peacock  says,  “is  to  find 
people  with  IT  backgrounds  and  business  backgrounds.”  ROI 
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CAREERS 


;t  practices 


More  than  half  of  all  sales  force  automation  initiatives  bomb. 
The  fault  lies  not  with  the  tools  but  with 
management’s  inability  to  tailor  them  for  this  unique  set  of  users 


AreNyou  interested  in  turning  your  company’s  sales  force  into  a  dynamic  but 
unifies  selling  machine  that’s  as  coordinated  and  assertive  as  a  colony  of  amped-up  army 
ants?  Cbnsider  these  facts:  ■  1 .  There’s  no  shortage  of  companies  that  want  to  help  you. 
Analysts Vstimate  that  sales  force  automation  now  represents  a  $3  billion  to  $6  billion 
dustry  with  products  from  more  than  500  companies,  many  of  which  have  long  histo- 
es  designing  sales  processes,  customer  relationship  management,  Web  contact  man¬ 
agement  and  other  sales-oriented  tools  and  services. These  com¬ 
panies  include  Front  Range  Solutions  Inc. ,  Oracle  Corp. ,  Saratoga 


SEAN  T.  KELLY 


Systems,  Siebel  Systems  Inc.  andVantive  Corp.  ■  2  .The  results  can  make  you  a  hero.  Suc¬ 
cessful,  integratiori'pf  sales  force  automation  technologies  has 


.vqi  K I  .lA.  ,  11,1.  /  If  ANDJOHNA. 

reportedly  helped  cdmpames  outsell  their  (non-sales-torce- 
automation)  rivals  by  as  much  as  50%,  cut  sales  cycles  in  half  and  work  more  effective¬ 
ly  across  traditional  enterprise  boundaries,  all  while  reducing  sales  costs.  ■  3. You’re  like¬ 
ly  to  (a)  fail,  (b)  lose  millions  of  your  company’s  dollars  in  the  process  and  (c)  need  a 
new  job.  >4.  Read  No.  3  again.  ■  5. There  is  good  news:  Failure  is  avoidable. 

But  failure  is  avoidable  only  if  you  under¬ 
stand  why  it’s  so  common.  PHOTOGRAPH  BY  jANA  LEON 


o 
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BEST  PRACTICES 


Looking  Under  a  Rock  for  an  Elephant 

Conservative  estimates  suggest  that  at  least  half  of  all 
sales  force  automation  implementations  have  either  failed  or 
inliibited  the  sales  force’s  performance  in  some  way.  Some  esti¬ 
mates  indicate,  however,  that  as  many  as  70%  to  75%  of  compa¬ 
nies  that  undertake  a  sales  force  automation  implementation 
won’t  see  the  results  they  hope  to  realize. 

Despite  the  availability  of  high-quality  software,  companies 
all  too  frequently  lack  the  commitment,  organization  and  follow- 
through  to  see  a  sales  force  automation  effort  through  to  meas¬ 
urable  success.  Instead,  millions  of  dollars’  worth  of  new  hard¬ 
ware  and  software  tools  often  go  unused. 

Erin  Kinikin,  an  analyst  at  Cambridge,  Mass. -based  Giga 
Information  Group  Inc.,  claims  that  most  of  the  companies  she 
works  with  are  “on  their  second  or  third  [sales  force  automation] 
vendor  —  and  looking  for  another  one.  [This]  spending  in  For¬ 
tune  5,000  companies  [and  in  opportunity-driven  industries] 
runs  in  the  millions  of  dollars 
per  company,  without  show¬ 
ing  clear  benefits.” 

So  what’s  wrong  with  sales 
force  automation  technology? 

Well,  nothing,  really.  And 
there’s  the  rub:  Companies  all 
too  often  blame  such  tools  for 

sales  performance  inadequacy,  when  they  should  be  looking  else¬ 
where  for  the  problem.  “The  tools,  as  good  as  they  currently  are, 
are  often  retrofitted  into  a  poor  sales  process,”  says  Scott  Sims, 
a  partner  at  the  Chicago  office  of  Arthur  Andersen  LLP’s  chan¬ 
nel  and  customer  solutions  business. 

Kinikin  agrees.  “It’s  increasingly  difficult  to  blame  technol¬ 
ogy  for  project  failure,”  she  says.  “Companies  have  to  start  look¬ 
ing  in  the  mirror  and  addressing  the  fundamental  organizational 
and  people  issues  that  make  sales  force  automation  [or  opti¬ 
mization]  valuable.” 

Botching  the  Deal 

In  a  technology  industry  ruled  by  standards,  sales  force 
automation  defies  certain  laws  of  operation.  While  many  com¬ 
panies  can  slap  accounting  and  manufacturing  software  into  exist¬ 
ing  environments,  that’s  not  so  easy  to  do  widi  sales  force  automa¬ 
tion.  Each  company  operates  its  sales  efforts  differently,  so 
prepackaged  software  can’t  solve  specific  problems.  That  forces 
companies  to  evaluate  individual  sales  processes,  admit  to  break¬ 
downs  and  then  —  and  only  then  —  customize  sales  force 
automation  tools  to  meet  their  unique  process  and  people  needs. 


Companies  blame  sales  force 

automation  tools  for  sales  performance 
inadequacy,  when  they  should  be 
looking  elsewhere  for  the  problem. 


Jim  Dickie’s  Boulder,  Colo. -based  company,  Insight  Technol¬ 
ogy  Group  (ITG),  spent  two  years  reviewing  hundreds  of  sales 
force  automation  initiatives  for  its  1 999  research  report  “Towards 
Sales  2000  —  Reengineering  the  Way  We  Sell.”  It  identified  the 
pitfalls  that  commonly  prevent  companies  from  yielding  signifi¬ 
cant  sales  process  improvements.  All  of  them  centered  on  process, 
commitment  levels  and  communication  problems.  For  example, 
ITG  found  that  companies  frequently  do  the  following: 

■  Concurrently  develop  sales  force  automation  components  in 
separate  departments,  without  parameters.  The  result:  incom¬ 
patible  systems. 

Dickie  points  to  an  East  Coast-based  Fortune  500  manufac¬ 
turer  that  compiled  a  complex  set  of  tools  that  included  Mehta 
Corp.’s  Marketrieve  for  sales  force  automation  and  marketing, 
telemarketing  software  from  Brock  Control  Systems  Inc. ,  Syman¬ 
tec  Corp.’s  ACT  for  field  sales,  Corel  Corp.’s  Paradox  for  customer 
relationship  management,  Oracle  Financials  for  finance  and 

accounting  and  an  internally 
developed  system  for  product 
support.  Each  product  ad¬ 
dresses  a  specific  need  well,  he 
says,  but  when  combined,  they 
may  create  more  confusion 
than  efficiency  for  a  sales  force. 

■  Cut  corners  by  applying  old 
hardware  and  software  to  new  problems,  which  leads  to  poor  per¬ 
formance,  sales  force  frustration  and  rejection  of  new  systems. 

■  Get  spooked  by  per-user  costs,  which  often  reach  $1 5,000  to 
$17,000  for  the  entire  life  cycle,  even  if  those  costs  are  recov¬ 
ered  in  a  matter  of  months  in  addition  to  exponential  gains. 

■  Undercommit  to  sales  force  automation  projects  by  using  Band- 
Aid  fixes  that  only  further  complicate  existing  processes,  rather 
than  generating  new,  improved  methods. 

■  Pursue  sales  force  automation  with  a  “part-time”  attitude.  When 
IT  is  encouraged  to  do  some  user-interface  work  in  its  spare 
time,  when  the  marketing  department  is  solicited  only  for  occa¬ 
sional  feedback  and  when  salespeople  are  rarely  invited  to  input 
meetings,  unfinished  projects  are  usually  the  result. 

■  Never  get  complete  buy-in  from  senior  executives,  which 
results  in  difficulty  communicating  sales  force  automation  goals 
across  functional  areas,  meinaging  internal  problems  (like  politics), 
resolving  problems  with  conflicting  business  goals  and  so  on. 

Although  each  company  and  its  structure  differs,  the  point 
is  that  companies  should,  but  frequently  don’t,  do  the  necessary 
internal  evaluation  work  required  to  successfully  match  their 
individual  sales  process  rules  with  sales  force  automation  tools. 
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stick  With  It  or  Get  Stuck  With  It 

At  the  first  sign  of  trouble,  many  companies  bag  their  sales  systems 

Surprisingly,  even  after  process,  technology,  and  executive 
and  sales  staff  buy-in  problems  are  resolved,  sales  force  automation  ini¬ 
tiatives  still  have  a  significant  chance  of  failure. 

Why?  Experts  and  practitioners  believe  companies  either  give  up  on  automa¬ 
tion  too  early  if  they  don’t  see  immediate  results  or  simply  allow  these  projects 
to  fade  into  the  background  once  they’re  in  place. 

“We  frequently  see  companies  give  up  on  a  new[sales  force  automation]  imple¬ 
mentation  if  they  don’t  meet  their  sales  objectives  by  the  close  of  the  next  quar¬ 
ter,  says  Scott  Sims,  a  partner  at  Arthur  Andersen’s  channel  and  customer 
solutions  business.  “They  don’t  realize  that  [this  technology]  isn’t  a  short-term 
shot;  it  may  take  two  years  to  see  the  real  bottom-line  value  of  a  new  system.’’ 

If  companies  don’t  give  up  entirely  on  a  new  system,  they  often  make  the 
mistake  of  giving  up  on  its  maintenance  and  assume  that  the  money’s  spent  and 
what’s  done  is  done.  ITG’s  Jim  Dickie,  whose  research  confirms  that  companies 
far  too  often  back  off  at  the  first  sign  of  trouble,  says  sales  force  automation  ini¬ 
tiatives  get  ugly  early  because  of  variables  such  as  a  lack  of  formal  training  for  new  employees,  inadequate  system  administration  and 
support,  and  a  lack  of  continual  system  upgrades  and  enhancements. 

“Sales  re-engineering  is  not  an  event;  it’s  an  ongoing  process,’’  says  Dickie.  “Failing  to  plan  and  budget  for  additional  function¬ 
ality  to[sales  force  automation]  programs  or  upgrading  hardware  or  communications  capabilities  will  result  in  [these]  systems  becom¬ 
ing  obsolete  in  just  a  few  years.’’  _  ^ean  T.  Kelly  and  John  A.  Barry 


Power  to  the  (Sales)  People 

Just  as  companies  can  focus  too  heavily  on  technology 
and  too  little  on  processes,  they  can  also  focus  too  heavily  on  both 
of  those  aspects  and  yet  leave  their  salespeople  out  of  the  equa¬ 
tion.  This  may  sound  silly,  since  improving  a  sales  force  represents 
the  overall  goal  of  sales  force  automation  tools.  But,  according 
to  Arthur  Andersen’s  Sims,  companies  that  get  overly  infatuated 
with  designing  sales  process  and  automation  systems  forget  to  ask 
one  of  the  most  obvious  questions;  “Will  our  salespeople  use  it?” 

“If  you’re  a  salesperson,  your  intent  is  to  make  your  wallet 
fatter,”  says  Sims.  “No  matter  how  simple  or  fancy  a  new  system 
may  be,  salespeople  will  still  ask,  ‘Will  it  help  me  sell  more?’  ” 

According  to  Dickie,  every  salesperson  needs  to  answer  that 
question  with  a  resounding  yes. 

“As  soon  as  [a  company]  lets  a  single  person  get  away  with 
not  using  the  system  because  it’s  too  hard,  they  haven’t  had  time 
to  get  used  to  using  it  or  they  are  personally  more  productive 
doing  something  else,  the  foundation  for  the  project  will  start  to 
crumble,”  he  says. 

When  company  executives  include  sales  staff  in  sales  force 


automation  interaction  design  processes  (so  the  system  is  easy  to 
use  for  both  IT  and  sales  staff),  thoroughly  explain  the  benefits 
and  remove  the  common  fear  that  the  system  is  really  just  a  “Big 
Brother  way  to  monitor  a  sales  force’s  every  move,  salespeople 
will  be  more  likely  to  confront  change  and  adopt  new  routines. 

But  Kinikin  points  out  that  sales  force  automation  frequently 
requires  too  much  input  for  too  few  benefits.”  Clearly,  a  firm  must 
balance  how  much  time  its  sales  force  spends  on  the  design  and 
planning  process  with  the  amount  of  time  it  spends  performing  its 
main  ta.sks;  selling  products  and  interacting  with  customers. 

Surprisingly,  according  to  Sims,  some  organizations  even 
neglect  to  do  this  while  imjilementing,  and  even  upon  comple¬ 
tion  of,  a  new  sales  force  automation  system. 

“We’ve  seen  companies  assume  based  on  a  good  vendor 
demo  ~  that  new  [sales  force  automationj  technology  \\  ill  auto 
mate  the  entire  process,  including  customer  communications.  But 
some  things  just  cannot,  nor  \^■ill  ever  be,  automated,”  savs  Sims. 
“In  the  end,  no  matter  how  sojihisticated  the  [sales]  technology  a 
company  uses,  it’s  still  the  handshake  that  defines  the  customer 
relationship.”  pQj 


E-BUSINESS 


Dot-coms  dropped  the  ball,  but  the  lessons  they  taught 

are  keeping  e-business  on  a  roll.  In  fact, 
a  fresh  focus  on  technology's  ability  to  drive  new  revenue 

is  putting  bounce  in  the  industry 


OES  THE  DEMISE  OF  SO  MANY  DOT-COMS  SPELL  THE  END  OF  E-BUSINESS?  In  A  WORD, 

no.  In  fact,  we  remain  steadfastly  on  the  path  of  the  greatest  business  trans¬ 
formation  since  the  Industrial  Revolution,  and,  ultimately,  we’ll  thank 
the  failed  dot-coms  for  serving  as  the  catalyst. 

But  first,  let’s  agree  on  some  terms. 

A  dot-com  is  a  venture  capital-backed  start-up  that  uses  Internet  tech¬ 
nology  to  dethrone  traditional  players  in  an  industry.  Think  of  consumer 
e-commerce  titanAmazon.com  Inc.’s  challenge  to  venerable  booksellers 
like  New  York-based  Barnes  and  Noble  Inc.  And  let’s  not  forget  business-to- 
business  dot-coms,  like  San  Jose-based  Neoforma.com  Inc. This  upstart  received 
more  than  $80  million  in  financing  to  create  an  Internet  marketplace  to  take  on 
the  $140  billion  hospital  supply  industry. 

E-business,  in  contrast,  goes  well  beyond  applying  Internet  technology  to  existing  retail,  dis¬ 
tribution  or  other  business  models.  Instead,  it  requires  broad-scale  asset  redeployment  and 
process  changes,  which  ultimately  serve  as 

the  basis  for  a  company’s  competitive  advan-  BY  LINDA  A.  ROSS 
tage  in  the  Digital  Economy. 

San  Jose-based  Cisco  Systems  Inc.’s  use  of  the  Web  to  manage  its  supply  chain  is  a  prime  exam¬ 
ple.  The  company  reported  that  its  e-business  model  more  than  halved  cycle  times,  plus  saved 
another  $170  million  in  material  and  labor  costs. 

Similarly,  Charles  Schwab  &  Co.  in  San  Francisco  has  slashed  transaction  costs  by  as  much 
as  80%  by  shifting  brokerage  transactions  from  traditional  channels  like  retail  and  phone  cen¬ 
ters  to  the  Internet. 

Most  pure  dot-coms,  in  contrast,  haven’t  fared  nearly  as  well.  East  year  alone,  140  dot-coms 
failed,  according  to  San  Francisco-based  Iconocast  Inc. ,  which  tracks  Internet  start-ups. Yet  there 
are  several  significant  lessons  that  traditional  companies  looking  to  launch  or  grow  e-business 
initiatives  can  learn  from  these  fumbles. 

PHOTOGRAPHS  BY  VITO  ALUIA 
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E-BUSINESS 


Lesson  No.  i: 

It’s  all  about  business.  Always  has 
been,  always  will  be. 

There’s  A  scene  in  the  movie  Titanic  when  the  ship’s  captain 
asks  about  the  stricken  ocean  liner’s  likely  fate. The  ship’s  builder 
answers  that  there  is  nothing  to  be  done:  It  will  sink.  “It  is  a  math¬ 
ematical  certainty.” 

Early  on,  we  used  similar  “mathematical  certainty”  methods 
to  focus  Fortune  1 ,000  executives  on  the  business  fundamentals 
required  to  succeed  in  the  Digital  Economy. 

To  illustrate,  consider  this  hypothetical  case:  A  Web  retail 
start-up,  Shirt.com,  seeks  to  generate  $  300,000  in  sales  in  its  first 
year.  If  the  company  realized  average  transaction  value  of  $30,  it 
would  need  to  close  10,000  transactions  to  generate  its  target 
$300,000  in  revenue. These  1 0,000  transactions  would  be  a  func¬ 
tion  of  the  Web  retailer’s  conversion  rate  —  the  percentage  of 
visitors  who  actually  purchase  something.  In  the  past  24  months, 
e-commerce  sites  experienced  an  average  conversion  rate  of  1  %. 
That  means  Shirt.com  would  need  to  attract  1  million  visitors  to 
reach  its  first-year  revenue  goal. 

Let’s  further  assume  that  Shirt.com  relied  solely  on  online 
advertising,  like  banner  ads,  which  have  a  1  %  to  2%  click-through 
rate,  to  drive  traffic  to  its  site.  With  that  click-through  perform¬ 
ance,  the  company  would  need  to  purchase  between  50  million 
and  1 00  million  ads  to  net  its  1  million  visitors.  At  an  average  cost 
of  about  3  cents  per  banner  ad,  it  could  cost  as  much  as  $3  mil¬ 
lion  to  generate  modest  sales  of  $  300,000.  Layered  on  top  of  that 
would  be  another  $3  million  in  expenses  for  things  like  site  devel¬ 
opment,  maintenance  and  the  cost  of  goods  sold.  The  example 
is  oversimplified,  but  you  get  the  point. 

Don’t  be  dismayed.  Business  fundamentals  aren’t  meant  to 
deter  valuable  investment  in  new  digital  channels,  like  the  Inter¬ 
net  or  wireless  commerce.  Rather,  fundamentals  play  a  pivotal 
role  in  preparing  companies  for  leadership.  A  focus  on  business 
fundamentals  drives  an  integrated  results-oriented  approach  crit¬ 
ical  to  leadership  in  an  e-business  arena. 
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Lesson  No.  2: 

It’s  also  about  relationships,  not 
transactions. 

Forget  technology’s  gee-whiz  factor  and  focus  instead 
on  its  role  in  advancing  relationships,  from  customers,  employ¬ 
ees  and  suppliers  to  business  partners  and  shareholders. 

Consider  GE  Aircraft  Engines  (GEAE),  a  division  of  Fairfield, 
Conn. -based  General  Electric  Co.  that  launched  a  customer  Web 
site  in  January  2000.  This  private,  password-protected  site,  also 
known  as  an  extranet,  can  be  accessed  by  GEAE’s  customers. 
Using  the  extranet,  big  customers  like  Atlanta-based  Delta  Air 
Lines  Inc.  and  Houston-based  Continental  Airlines  Inc.  can  elec¬ 
tronically  place  orders  for  more  than  250,000  parts,  check  inven¬ 
tory,  pay  bills  and  even  view  pictures  of  ongoing  repairs  and 
maintenance. 

Sure,  GEAE’s  customers  can  buy  parts  online  —  recall  the 
“transaction  mantra”  of  the  dot-coms.  But  even  more  important, 
every  time  a  customer  logs  on  to  check  inventory  or  review 
invoices,  GEAE  gains  additional  business  value  measured  in 
reduced  cycle  time  for  critical  parts  and  lower  costs  to  service 
customer  orders. 

GEAE  also  increasingly  tightens  its  relationships  with  its 
customers.  For  example,  data  available  on  Delta’s  private  Web 
page  at  GEAE  enables  Delta  executives  to  make  informed  deci¬ 
sions  about  how  and  where  to  stock  aircraft  replacement  parts 
to  minimize  flight  cancellations  resulting  from  maintenance  prob¬ 
lems.  Major  U.S.  airlines  typically  stock  between  150,000  and 
300,000  aircraft  parts,  which  cost  $800  million  to  $1.5  billion 
annually  to  warehouse.  Under  GEAE’s  e-business  model.  Delta’s 
ability  to  maintain  jet  engines  in  a  cost-effective  manner  will 
become  more  and  more  reliant  on  the  information,  services  and 
knowledge  provided  to  the  airline  via  its  supplier. 


At  GEAE,  the  extranet  brought  in  more  than  10%  of  the 
company’s  $10.7  billion  in  2000  revenue.  In  addition,  GEAE 
expects  that  cost  savings  will  tally  $100  million.  Perhaps  even 
more  meaningful  is  that,  thanks  to  new  selling  tools  and  tech¬ 
niques  built  into  the  Web  site,  GEAE  expects  to  bring  in  an  incre¬ 
mental  $1  in  revenue  for  every  $4  of  customer  transactions  it  con¬ 
verts  from  the  physical  world  to  the  Web  site. 

The  bottom  line:  E-business  value  is  created  when  compa¬ 
nies  continue  to  advance  valuable  relationships  while  converting 
all  or  some  of  those  relationship  steps  into  a  digital  format. 

Lesson  No.  3: 

Real  business  value  goes  beyond 
cost  savings. 

There  is  no  turning  back  for  companies  that  have  already 
reaped  the  financial  benefits  of  e-business.  Charles  Schwab,  for 
example,  cut  costs  by  more  than  $400  million  in  1 999  —  approx¬ 
imately  10%  of  its  revenue  —  by  shifting  physical-world  trans¬ 
actions  to  online. 

The  next  step  for  companies  and  their  customers  is  to  change 
the  terms  of  competition.  Self-service  applications  are  a  prime 
example.  If  you’re  selling  a  potential  customer  on  your  manu¬ 
facturing  capabilities,  don’t  be  surprised  when  the  customer’s 
evaluation  of  your  capabilities  stretches  to  your  company’s  Web- 
based  ordering,  tracking  and  customer  service  capabilities.  The 
reason  is  that  if  you  haven’t  invested  in  these  applications,  your 
customers  cost  of  doing  business  with  your  company  increases. 


Lesson  No.  4; 

Today’s  customer  data  is  tomor¬ 
row’s  competitive  corporate  asset. 

Realizing  financial  return  on  investment  alone  doesn’t 
guarantee  e-business  success.  Dot-coms  have  also  taught  us  the 
extraordinary  value  of  new  assets  created  in  a  Digital  Economy. 

A  prime  example  is  Seattle-based  Amazon. corn’s  customer 
database,  which  the  dot-com  wisely  leverages  to  drive  new  rev¬ 
enue  by  presenting  return  customers  with  personalized  sugges¬ 
tions  of  books  and  music  to  buy.  The  assets  created  by  e-business, 
be  they  a  customer  database  like  Amazon’s  or  the  engine  per¬ 
formance  database  developed  and  shared  within  GEAE’s  extranet, 
are  the  new  jewels  of  the  E-Business  Age.  IT  is  at  the  core  of  these 
new  assets,  which  is  why  technology  decisions  made  today  will 
position  the  leaders  of  tomorrow. 

E-business  isn  t  just  another  flavor-of-the-month  craze,  like 
total  quality  management.  Despite  the  battle  wounds  inflicted  by 
these  well-intentioned  business  fads,  we  can  safely  say  e-business 
represents  the  most  significant  change  in  more  than  a  century. 
Remember  Elenry  Eord  and  his  production  line?  When,  since 
then,  have  we  seen  1 0%  shaved  from  the  cost  structure  of  a  Eor- 
tune  50  corporation  like  Charles  Schwab? 

Llltimately,  the  dot-coms  should  be  thanked.!  hey  made  the 
world  pay  attention  to  the  extraordinary  business  potential  of  a 
new  communications  technology.  What  remains  to  be  seen  is  how 
well  companies  translate  their  early  e-business  lessons  into  crreater 
cost  savings  and  ongoing  competitive  advantage.  ROI 

ROI  ONLINE  For  wore  lessons  learned  from  dot-cows,  click  on 
“Autopsy  of  a  Dot-com’’at  www.computerworld.com/roi 
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tip  sheet 


The  Kingdom  of  B2B 

Listen  skeptically  to  e-commerce  naysayers  by  mark  hall 


WHEN  King  Louis  XIV  was  looking  for  a  sen 
ior  adviser,  he  tested  the  leading  candidate, 
Nicholas  Fouquet,  not  for  his  knowledge  but 
for  his  honesty.  France  s  new  ruler  asked  Fouquet  to  give 
him  an  assessment  of  the  government’s  revenue  and  expen¬ 
ditures.  Fouquet  underreported  the  nation’s  income  and 
overstated  spending.  Louis  discovered  the  deception,  which 
is  why  it’s  John-Baptiste  Colbert  who’s  remembered  as  a  key 
contributor  to  the  strategy  behind  the  Sun  King’s  reign. 

The  moral?  Honesty  is  the  best  poHcy.  Sure.  But  the  real 
moral?  Never  undersell  the  basis  for  the  future. 

Fouquet  wanted  the  same  things  as  Louis  and  Colbert 
—  glory  and  riches  for  France.  But  given  a  tight  budget  and 
an  inexperienced  king,  he  thought  it  prudent  to  go  slowly. 
He  was  wrong. 

Keep  Fouquet  in  mind  as  your  right-hand  adviser  gives 
you  the  bad  news  about  business-to-business  marketplaces. 
Despite  the  chatter  (more  than  1,000  were  launched  last 
year),  these  exchanges  do  very  httle,  and  what  they  do  is 
incomplete. 

Once  you  strike  a  deal  on  a  B2B  exchange,  you  must 
back  out  into  multiple  proprietary,  intracorporate,  paper- 
inspired  systems  to  consummate  the  agreement.  For  exam^ 
pie,  a  $  10  million  order  to  an  Asian  manufacturer  can’t  be 
insured  or  financed  in  a  B2B  exchange,  something  that 


ne  ae  rigueur  in  the  real  business  world. That’s  begin- 
to  change  with  the  likes  ofThe  Hartford  Financial  Ser¬ 
vices  Group  Inc.  and  Marsh  Inc.  stepping  gingerly  into  the 
market  with  integrated  services.  But  exchanges  remain  yet 
another  source  for  more  FedEx  packages  and  faxes. 

In  truth,  a  B2B  exchange’s  immediate  benefit  is  as  an 
effective  procurement  tool,  something  along  the  lines  of  a 
Web-ready,  industry-specificThomas  Register.  A  very  good 
thing.  But  not  a  very  big  thing.  Don’t  expect  to  use  your  B2B 
exchange  strategy  to  turn  your  company  around. 

That  said,  when  your  trusted  adviser  is  giving  you  the 
lowdown  on  your  B2B  situation,  listen  carefully.  Is  it  Fou¬ 
quet  talking  or  Colbert?  Is  the  advice  notable  only  for 
dwelling  on  the  shortfalls  of  B2B?  Or  is  your  adviser  telhng 
you  that  it’s  inevitable  that  your  online  B2B  supply-chain 
operations  wdll  continue  to  get  more  intricate  as  you  increas¬ 
ingly  leverage  the  Internet?  That  as  your  B2B  complexity 
rises,  your  company’s  future  will  eventually  depend  utter¬ 
ly  on  B2B  complexities?  And  that  the  decisions  you  make 
now  will  set  you  on  the  right  or  wrong  path?  That’s  the 
advice  you  should  be  getting  ...  or  giving. 

B2B  procurement  exchanges  are  only  the  first  baby 
step.  The  Colberts  of  the  world  know  this  and  will  use 
exchanges  to  make  business  history.  The  Fouquets  of  the 
world  will  simply  be  history.  ROI 
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APC  s  power  availability  solutions  prevent  the 
power  problems  that  threaten  business  uptime. 

Th©  6l6ctricity  that  powersd  lights  and  copisrs  yGstsrday, 
is  less  than  ideal  for  businesses  in  the  digital  world 
today.  The  slightest  fluctuation  in  power  can  affect 
sensitive  computer  equipment  behind  customer-facing 
web  sites,  e-commerce  and  ERP  systems  resulting  in 
costly  downtime. 


APC  was  chosen  by  PC  Magazine  as  one  of  the  "Top  100 
Technology  Companies  That  Are  Changing  The  World"  (10/991. 


ARC'S  award-winning  solutions  and  industry  leadership 
continue  to  set  the  standard  in  power  protection.  APC's 
services  and  array  of  products  —  from  surge  suppressors, 
UPSs,  cables  and  racks,  to  3-phase  UPSs  and  DC 
power  systems  —  are  why  over  10  million  users  put 
their  power  availability  needs,  from  desktop  to  data¬ 
center,  in  the  capable  hands  of  APC, 


Legendary  Reliability" 


Whether  you  need  a  surge  protector  for  a 
printer,  UPS  for  PC  or  rack-mount  server,  or 
SOOkVA  3-phase  for  a  datacenter,  APC  Is  your 
one-stop  shop  for  enterprise  power  availability. 


APC  protects  more  networks  worldwide  than  any  other 
vendor.  Let  APC's  Legendary  Reliability™  work  for 
you.  Contact  us  today! 

APC  Symmetra*’  Power  Array" 
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‘APC  was  named  to  the  2000  InformationWeek  500 
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I,  ;■  ranking  of  the  top  IT  innovators  (09/11/00). 
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Enter  to  Win  a  FREE  APC  Smait-UPS®  RM  700! 

Consulting  Handbook 

Visit  http://prorno.apc.com  Key  Code  y795z  •  Call  888-289-APCC  x1867  •  Fax  401-788-2797 
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leadership 


Leaders  in  the  Rough 


How  to  identijy  people  who  can  take  the  wheel  by  gus  tai 


VENTURE  CAPITALISTS  CONSTANTLY  HAGGLE 

about  whether  it’s  great  management  or  a 
great  market  that  makes  or  breaks  an  invest¬ 
ment.  That’s  like  asking  which  is  more  important  for 
survival;  air  or  water.  In  the  case  of  a  young  company, 
management  and  market  opportunity  are  equally 
important  for  long-term  success.  But  the  biggest  chal¬ 
lenge  is  identifying  great  management. 

There  are  nearly  1 0  times  more  start-ups  funded 
today  than  three  years  ago,  meaning  many  are  led  by 
entrepreneurs  who  don’t  have  direct,  relevant  expe¬ 
rience.  As  a  result,  the  mechanisms  for  evaluating 
leaders  —  checking  their  track  records  and  refer¬ 
ences  —  while  still  valuable,  aren’t  always  applicable. 
So  to  help  assess  leadership  capabilities,  here’s  a  list 
of  personal  attributes  essential  for  building  lasting 
companies.  ? 

INTEGRITY  It’s  virtually  impossible  to  lead  suc¬ 
cessfully  without  it.  Leadership  demands  that 

without  compromise. 
While^  it’s  hard  to  measure 

•  )  •  i- 

®3ptegnty,  It  s  easy  to  spot  indi- 
cators  of  its  absence.  Red 
flags  appear  when  CEOs 
evade  tough  questions 
or  seem  willing  to 
morph  into  what  they 
think  you  want  them 
to  be.  I  look  for  an 
-.  unshakable  resolve  and 
iAvillingness  to  be  open 
and  direct.  Times  of  crisis 
are  often  the  best  test. 
James  Burke’s  leadership  at 
Johnson  &  Johnson  during  the 
Tylenol  scare  is  an  excellent  example 
of  ethics  without  compromise. 

|1IGH  EMOTIONAL  IQ  Good  CEOs  fundamen- 
tally|mderstand  that  people  are  the  company’s  great¬ 
est  asset. They  truly  listen.  And  they  take  the  time  to 


regularly  communicate  to  the  team  how  the  compa¬ 
ny  is  doing,  where  it’s  going  and  how  they  plan  to  get 
there.  High  emotional  IQ  goes  a  long  way  toward 
building  a  motivated  and  hard-working  team.  Sasa 
Radulovic,  CEO  of  an  early-stage  company  called 
TrueSpectra,  has  been  able  to  build  a  strong  team- 
based  culture,  thanks  to  his  keen  listening  skills  and 
ability  to  combine  people’s  strengths. 

POSITIVE  OUTLOOK  Much  can  go  WTong  in  a 
start-up,  and  often  does. The  most  successful  leaders 
have  a  natural  positive  outlook  about  the  challenges. 
This  attitude  creates  the  energy  necessary  to  overcome 
obstacles.  CEOs  who  see  the  cup  as  half  empty  often 
create  a  downward  spiral  in  difficult  times. By  contrast, 
Starbucks  CEO  Howard  Schultz’s  positive  outlook 
helped  inspire  those  around  him  in  the  midst  of  chal¬ 
lenging  operational  complexities  and  many  doubters. 

DECISIVENESS  Without  decisive  leadership, 
companies  can  quickly  become  paralyzed.  The  vacu¬ 
um  created  by  indecision  breeds  internal  politics  and 
individual  agendas.  The  decisive  CEO  faces  tough 
choices  head-on,  weighing  options,  determining  a 
course  of  action  and  moving  forward  with  confidence. 
Clarity  of  thought  and  articulation  of  clear  goals  are 
early  signs  of  a  decisive  leader.  Think  General  Electric 
CEO  Jack  Welch. 

TALENT  MAGNET  Strong  leaders  aren’t  afraid  to 
surround  themselves  with  exceptional  people.  When 
taking  a  chance  on  a  new  entrepreneur,  evaluate 
whether  he  has  recruited  a  first-rate  team  capable  of 
building  a  sustainable  business.  Assessing  the  caliber 
of  his  advisers  is  another  gauge  of  his  ability  to  attract 
talent.  Cisco  CEO  John  Chambers  is  w^ell-known  for 
retaining  the  best  and  the  brightest  with  each  acqui¬ 
sition  the  company  makes. 

There’s  no  shortage  of  innovative  ideas  and  solid 
business  plans. The  scarcest  resource  is  people.  Entre¬ 
preneurs  who  possess  these  leadership  qualities  are  far 
more  likely  to  deliver  success  to  the  company,  employ¬ 
ees,  customers  and  investors.  ROI 
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Windows  2000 ADVANTAG 


Web  Magazine  for  IT  Leaders  Implementing  Windows  2000  and  Windows  NT  with  Compaq  Services  and  Soluti^^^^^^^^^^ 


POINT  OF  VIEW 


Compaq  Inteqration2000  delivers  enterprise 
e-commerce  solutions 

Integrating  enterprise  applications  recently  got  a 
boost  with  Compaq’s  Integration2000.  The  initia¬ 
tive  helps  solve  the  largest,  most  difficult  busi¬ 
ness  integration  problems. 
www.windows2000advantaqe.com/pov/ 
12-11-OOJntegration.asp 


Windows  2000  enhances  storage 
management,  disaster  recovery 

Microsoft  Windows  2000  features  that  fine- 
tune  how  information  is  stored,  distributed, 
backed  up  and  recovered  in  an  enterprise- 
class  data  center  are  making  life  easier. 
www.windows2000advantage.com/tech  edge/ 
02-05-01_disk_disaster.asp 


Aberdeen  Group  analyst  says  Windows 
2000  ready  for  reliability  prime  time 

Tom  Manter,  at  the  Aberdeen  Group,  finds 
that  enterprise  computing  users  increasing¬ 
ly  choose  Microsoft  Windows  2000. 
www.wmdows2000advantage.com/qa/ 
01-29-01_afaerdeen_reiiability.asp 


The  Windows  2000  tide  is  turning 

After  a  rocky  beginning,  Microsoft  Windows 
2000  is  coming  around.  How  do  we  know? 
Because  our  readers  are  saying  so. 
www.wlndows2000advantaqe.com/ 
columns/01-08-01_turning.asp 


£  STUDIES 


RadioShack,  Starbucks  blazing  Commerce 
Server  2000  trail 

Before  Microsoft's  Commerce  Server  2000  hit 
the  street,  it  went  through  a  beta  testing  trial. 
Two  trials,  RadioShack.com  and  Starbucks  were 
able  to  accomplish  e-commerce  goals. 
www.windows2000advantage.com/ 
case_studies/01-22-01_commerce.asp 


NEWS> 

Small  Business  Server  2000  offers  large  system 
functionality;  early  users  report  initial  success 

Based  on  Microsoft  Windows  2000  Server,  the 
all-new  Microsoft  Small  Business  Server  2000 
provides  small  businesses  with  up  to  50  PC’s  a 
cost-efficient  way  to  take  advantage  of 
Microsoft's  .Net  enterprise  servers. 

For  the  full  story,  visit: 

www.windows2000advantage.eom/news/02- 

26-01_small_biz_server.asp 

COLUMNS > 

Windows  XP,  a.k.a.  "Whistler,"  impresses 
our  reviewer 

The  recently  unveiled  Windows  XP,  which 
embodies  the  client-side  version  of  the 
enhanced  Microsoft  Windows  2000  version 
known  as  Whistler,  offers  stability,  power,  flexi¬ 
bility  and  extensibility  that  home  and  business 
PC  users  will  enjoy  on  their  desktops  or  the 
Internet.  It  also  includes  a  slew  of  more  glitzy 
capabilities  that  will  allow  these  users  to  enjoy 
real-time  voice,  video  and  musical  applications. 

For  the  full  story,  visit: 

www.windows2000advantage.com/columns/ 

02-26-01_win_xp.asp 

FEATURES > 

One  year  old,  Windows  2000  is 
growing  up  fast 

On  its  first  birthday,  Microsoft  Windows  2000 
has  established  itself  as  a  staple  in  Web  server 
environments,  and  is  slowly  making  its  way 
from  the  front  end  of  IT  shops  to  the  back  end 
of  data  centers.  In  the  process,  it’s  delivering 
significant  savings  and  reiiability  and  making 
life  easier  for  users. 

For  the  full  story,  visit: 

www.windows2000advantage.com/features/ 

02-19-01_birthday.asp 


ROUNDTABLE  > 

Windows  2000  users  home  in  on 
desktop  issues 

At  a  recent  Microsoft  Desktop  Deployment 
conference  held  in  Denver,  Coio.,  three  attendees 
met  with  Windows  2000  Advantage  managing 
editor,  Stefanie  McCann,  to  discuss  depioying 
Microsoft  Windows  2000  on  the  desktop.  The 
enthusiastic  participants  quickly  got  down  to 
business  and  said  how  impressed  they  were  with 
the  operating  system’s,  security,  and  its  overail 
reiiabiiity.  The  participants  of  the  roundtable 
included:  Travis  Sanders  and  Donaid  Bizeiii,  sys¬ 
tems  anaiysts  for  WorldCom  in  Colorado  Springs, 
Colo,  and  Frank  Clark,  CEO,  Design  Enterprises, 
Denver,  Colo,  and  independent  consultant. 

0:  Did  the  conference  deal  mostly  with  deploying 
Windows  2000  on  the  desktop,  or  did  you  get 
into  server  deployment? 

Sanders:  We  touched  on  server  deployment  just  a 
little  bit. 

Q:  When  are  your  companies  going  to  start 
migrating  to  Windows  2000? 

Bizelli:  There  are  rumors  that  we  may  start 
migrating  as  early  as  April. 

Q:  Is  that  just  the  desktop  or  server  and  desktop? 

Bizelli:  That  is  going  to  be  the  desktops  to  start 
with  and  then  we'll  migrate  the  servers. 

For  the  full  story,  visit: 

www.windows2000advantage.com/ 

roundtables/02-12-01_users.asp 


QUOTE  OF  THE  WEEK  > 

"Everything  I  have  touched,  I  have 
installed  Windows  2000  on  and  I've 
beat  the  heck  out  of  It.  It  is  great." 

—  Travis  Sanders 
systems  analyst 
WorldCom 
Colorado  Springs,  Colo. 


What  is  Windows  2000  Advantage? 


The  mission  of  Windows  2000 
Advantage  is  to  become  your  primary 
source  of  timely,  useful  information  for  plan¬ 
ning  and  implementing  Microsoft  Windows 
2000  on  Compaq  solutions  and  services. 

Windows  2000  Advantage  is  a  Web-only 
magazine  because  that  lets  us  bring  you, 


the  IT  leader,  great  stories  that  apply  to 
your  day-to-day  work.  We'll  keep  you  up  to 
date  with  a  weekly  e-mail  alert  so  you  don't 
miss  a  thing. 

Windows  2000  Advantage  is  underwrit¬ 
ten  by  Microsoft  and  Compaq.  Its  charter  is 
to  address  the  issues  that  most  concern  IT 


www.Windows2000Advantage.eom/300 


managers  charged  with  keeping  their  com¬ 
panies  on  top  of  the  latest  and  best  solu¬ 
tions  Microsoft  and  Compaq  have  to  offer. 
Toward  that  goal,  we  offer  a  wide  range  of 
stories  including  case  studies,  columns  and 
news  to  provide  you  with  information  you 
can't  find  anywhere  else. 


Microsoft 

COMPAQ 

COMPUTERWORLD 

ENTERPRISE  BUSINESS  SOLUTIONS 


TAKE-AWAYS 


More  stories  online: 

■  How  ROI  grows  with  your  company. 

■  American  Express'  chief  privacy  officer 
defends  customers’  rights. 

Coming  in  the  next  issue: 

Risking  It  All 

Rather  than  trying  to  calculate  specific  returns  on  each  project,  some  companies 
are  saving  millions  of  dollars  a  year  through  a  “portfolio”  approach  to  IT  spend¬ 
ing.  We’ll  tell  you  how. 

The  High  Cost  of  Privacy 

You’ve  heard  the  horror  stories.  Four  female  employees  sue  for  sexual 
harassment  based  in  part  on  off-color  e-mail  jokes.  The  upshot: 
a  $2.2  million  settlement.  Here’s  how  to  keep  it  clean  and  keep  it  legal 
without  going  broke. 

Out  of  the  Think  Tank 

As  CEO  ofThe  Research  Board  Inc.,  Peter  Sole  commands  the  attention  of  a 
select  group  of  the  world’s  most  influential  CIOs,  who  turn  to  this  intensely 
private  brain  trust  for  insight  and  peer  networking.  In  an  exclusive  interview  with 
Computerworld  ROI,  Sole  talks  about  moving  away  from  cost  savings  and  toward 
speed,  agility  and  innovation  as  key  metrics  for  measuring  the  business  value  of 
new  technology  projects. 


A  Note  From 
Computerworld’s 
New  President 

I  HOPE  YOU  ENJOYED  THIS  PREMIER  ISSUE 

of  ROI.  As  a  former  CIO  with  a  large 
global  staff,  I’m  especially  sensitive  to 
what  business  leaders  need  when  buying 
and  implementing  today’s  technologies. 
One  of  the  most  critical  and  elusive  of 
these  necessities  is  return  on  investment. 
Without  a  clear  line 
of  sight,  it’s  nearly 
impossible  to  make 
sound  and  inspired 
technology  deci¬ 
sions  —  decisions 
for  which  we  are 
held  accountable. 

This  issue  of  ROI  is  one  in  a  series  of 
new  information  products  for  business 
strategists  and  leaders.  At  Computerworld, 
we  are  committed  to  providing  the 
insights  and  perspectives  you  need  to 
succeed  in  a  maze  of  claims  and  coun¬ 
terclaims,  truth  and  vaporware. 

We  believe  ROI  starts  with  us  —  so 
the  time  you  invest  in  our  Web  site  and 
our  newspaper  should  give  you  the  very 
highest  return.  Visit  www. computerworld. 
com  / roi  for  additional  resources  on  tech¬ 
nology  payback  and,  going  forward,  a 
community  of  business  and  technology 
leaders  talking  about  the  issues  you  face. 

Today’s  dialogue  on  ROI  will  con¬ 
tinue  both  in  print  and  online.  I  invite 
you  to  e-mail  your  thoughts  and  com¬ 
ments,  as  well  as  suggestions  for  future 
stories,  to  ROI@computerworld.com. 


Also  coming  in  the  next  issue  . . . 

Computerworld  ROI  columnist  Pimm  Fox  details  how  smart  companies 
use  IT  projects  to  boost  their  profiles  on  Wall  Street. 


Alan  Guibord 

President,  CEO  and  publisher 
Computerworld  Inc. 
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In  1 969^  we  worked  on  a 
SECRET  GOVERNMENT  PROJECT 
that  became  the  Internet. 


OHHH,  SO  THAT’S  WHY  NOBODY  KNOWS  WHO  WE  ARE! 


Back  in  the  '60s  a  small  band  of  computer  whizzes 
was  hired  by  the  Department  of  Defense  to  work 
on  the  ARPAnet.  Or  what  is  commonly  known  as 
the  forerunner  to  the  Internet.  These  visionaries 
came  from  the  legendary  research  and  develop- 
i  ment  company,  BBN. 

Government  work  being  what  it  is, 
there  wasn't  a  lot  of  publicity  about  this. 
l^PlI  Their  work  did,  however,  yield 

many  firsts.  The  first  router.  The  first 
e-mail  message.  The  first  network  packet 
encryption  technology  and  more. 
Years  later  GTE  acquired  BBN 
and  invested  billions  to  expand  their  existing 
infrastructure  into  a  17,500-miie,  Tier  1,  fiber¬ 
optic  global  network. 


Black 

Rockeris 

Genuity's 

eBusiness 

Network 

Platform. 


Spun  off  from  GTE  last  year,  this  powerhouse 
of  Internet  services  is  known  today  as  Genuity.” 
With  Data  Centers  strategically  located  around 
the  world  and  Network  Operations  Centers  con¬ 
tinually  monitoring  security  and  bandwidth  for 
serious  eBusinesses  everywhere. 

Innovation  is  in  our  blood.  It  is  at  the  core 
of  everything  we  do:  Web  Hosting,  Internet 
Access,  Transport  and  Security.  And  now  we've 
combined  our  expertise  in  these  four  areas  into 
an  integrated  eBusiness  Network  Platform  called 
Black  Rocket”  The  managed  eBusiness  solution 
from  a  single  accountable  source. 

To  put  this  kind  of  thinking  to  work  on  your 
eBusiness,  visit  www.genuity.com/blackrocket 
or  call  1-800-GENUITY. 


A  B  K  I  E  F  H  I  S  T  O  U  Y 


In  1969,  BBN  was  hired 
by  the  U.S.  government  to 
develop  the  ARPAnet,  the 
forerunner  of  the  Internet. 


SO 
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In  1997,  BBN  was  acquired 
by  GTE,  the  company  that 
created  our  high-speed, 
17,500-mile,  Tierl,  fiber¬ 
optic  network. 


GENU  TY 

in  2000,  GTE  Internetworking 
became  an  independent 
company,  renaming  itself 
Genuity.  Today,  Genuity 
offers  a  vast  array  of 
managed  Internet  services, 
including  Black  Rocket." 


GENU  TY 


The  Tome  web  applications  management  enterpnse 
solution  has  arrived. 


Suddenly  the  leading  '■ji  of  e-business  is  a  much  more 
%  place  to  be.  No  matter  how  customers  you 

attract. 


Tonic's  ability  to  a  web  application  problem  before  your 

customers  do,  the  cause,  and  take  automated  corrective 

—  guarantees  a  on-line 


You'll  have  of  mind  in  knowing  that  your  site  is  avail¬ 
able  and  performing  at  peak.  That  the  e-world  far  less 
.  Even  predictable. 

Up  and  in  hours,  not  days.  to  use  with  immediate 

results.  That's  Tonic.  And  that's  better. 

www.tonic.com 


TONCe 
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